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FEDERAL STUDENT ASSISTANCE PROGRAMS, 1973

THURSDAY, FEBRUARY 22, 1873
U.S. SENATE,

StBCOMMITTEE oN EDUCATION' OF THE
Cos>IrTEE ON LaBor aND PUBLic WELFARE,
Washington, D.C.

The subcommittce met, pursuant to notice, in room 4232, T irksen
Senate Office Building, at 10:10 a.m., Senator Claiborne Pell (chair-
man of the subcommittee) presiding,

Present: Senators Pell, Mondale, and Dominick. L

Comnmittee staff members present.: Steplen J. Wexler, counsel ; Rich-
ard D. Smith, associate counsel ; and Roy H. Millenson, minority pro-
fessional staff memnber.

Senator Perr. The Subcommittee on Education of the Senate Com-
mittee on Labor and Public Welfare will come to order. .

Today, we meet to study the family contribution schedule for the
basiz education opportunity grant program established in Public Law
92-318, which has been submitted by th~ Office of Education.

I am sure the general implementation of the student assistance pro-
grams, bot: new and old, will be discussed as well.

These hearings are important when one considers the budget figures
for education contained in the President’s budget. For while the
President has requested funds to initiate the basic grant program,
there are no funds for those programs on which students are currently
relying. Funding in this mannear is in direct contravention of the law as
written. The conference report contains specific language which re-
quires the funding of the prosent programs at present levels before
the basic grants may be funded. ,

I, as chairman of the Education Subcommittee, will attempt to insure
tLat the law is implemented as written. l

It should also be noted that when we designed the basic grants, they
were never looked upon as they only foria of Federal student assistance.
The program is just what it is called: a basic grant, or floor; and in
order to make Federal student assistance meamngful, all the Federal
program:; must be funded. '

‘We will be primarily concerned here, however, with the family con-
tribution schedule, and the thinking of the administration in this
regard. If the administration witnesses would introduce themselves,
we would be delighted to hear from them.

1
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STATEMENT OF JOEN R. OTTINA, ACTING COMMISSIONER OF EDU-
CATION, U.S. OFFICE OF EDUCATION, ACCOMPANIED BY PETER
VOIGT, PLANNING OFFICER FOR THE DEPUTY COMMISSIONER
OF HIGHER EDUCATION

Mr. Orrina. Thank you very much, Mr. Chairman.

I am John Ottina, Acting Commissioner of Education; and I have
with me Mr. Peter Voigt, standing there, who is our Director of Plan-
ning for Higher Education; Miss Judy Pitney from the Office of the
Assistant Secretary for Legislation.

Mr. Chairman and members, I am happy to appear before you this
morning to discuss our proposed family contribution schedule for the
basic educational opportunity grants program.

Submission of this schedule to Congress marks the first. step in the
complicated process of implementing this program for the 1973-74
academic year. Before we discuss the details of the schedule, and our
rationale for some of the decisions we have made in devising it, I
would like to trace briefly the provisions and scope of the basic grants
program.

The President’s March 1970 message on higher education stated
as a national goal that “no qualified student who wants to go to college
should be barred by lack of money.” The basic grants program rep-
resents a significant step toward the achievement of that goal.

Let me at this time also, Mr, Chairman, acknowledge your personal
contribution and effort and leadership in enactment of this particular
program,

The educational amendments of 1972 state that the purpose of the
basic grants and other student aid programs is “ta assist in making
available the benefits of post-secondary education to'qualified students
in institutions of higher education.” :

The ultimate aim of the basic grants program jis to equalize more
?emily the opportunity for post-secondary enrollments for all income

evels.

Under the basic grants program, determinations of eligibilitv for aid
and the amount of aid will be made uniformly across the Nation. This
contrasts with other OE-administer:d student aid programs which, be-
cause of statutory State allotment formulas and heavy reliance on the
independent decisions of institutional financial aid officers, treat in-
dividuals differently, although they may have similar needs. ’

The basic grants program 1s intended to provide a minimum amount

of resources to every eligible student who wishes to attend a post-
secondary institution—a floor to be supplemented by other sources
of financial aid available to the student.
- Eligibility is based on a family contribution schedule, developed
by the Office of Education and submitted to Congress, either House
of which has the right to disapprove it. The law provides that the
amount of the maximum grant for which a student is eligible is the
difference between $1,400 and the family contribution.

Other statutory rules also enter into determining the am ount of the
student’s actual award. One of the most important of these limits
grants to one-half the cost of attendance. Another takes into ac-
count the possibility of insufficient appropriations and reduces grants
by percentages stipulated in the statute. It is, however, primarily the
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method for determining expected family contributions which is be-

fore the subcommittee tocay. ) )
Based on our present planning nodel and assumptions on a family

_ contribution schedule, an estimated 1!, million students should receive'

basic grantsin the first year of oparation.

It is critical to the success of the basic grants program that the
schedule of expected family contributions receive early congressional
consideration, We are pleased to meet with you today, as early as we
are in the year, in order hopefully, to gain consideration and the
ability to move ahead. .

Once an acceptable schedule is in place, and as soon as appropria-
tions are made for the basic grants program, the Office of Education
can issue a payment schedule and proceed to implement the program
in the coming academic year. Any significant delay in any one of these
steps could severely handicap our ability to make basic grants for
the academic year 1973-74. For that reason, I am pleased that the
subcommittee so promptly called these hearings.

At this point, I would like to turn to Peter Voigt, Director of
Planning for Higher Education, who is in charge of all phases of plan-
ning for implementation of the basic grants program. He will present
in greater detail the elements of our proposed family contribution
schedule, and a brief description of the program’s operation. Of
course, he and I will be happy to answer any questions you might have
aiany stage in the presentation.

Mr. Voigt.

Mr. Voier. Thank you, Dr. Ottina. _

Mr. Chairman, I am happy to be here this morning to talk about the
family contribution schedule for the basic grants program.

Just before going into detail on this schedule, I would like briefly to
review the way we see the program operating and the timing that we
see in the first year of the program’s operation.

The first chart roughly illustrates the cycle of the awards and the
involvements of all the agencies who are going to be dealing with the
basic grants program.

As soon as we have an appropriation for the basic grants program,
we will be distributing forms to post offices, high schools, and sec-
ondary institutions for students to supply data necessary for the cal-
culation of expected family contribution.

Mr. Or1iNa. Excuse :ne, Mr. Chairman.

I believe there are copies of these charts in your packet there.

v_[Thej charts referred to may be found in the files of the subcom-
mittee.

Mr. VoieT. Once the student completes the form, he will be sub-
mitting it to a contractor or contractors who will be calculating the
family contribution. Now, we see a very quick turnaround time on
this calenlation process. The student will receive multiple copies .of
his certified family contribution based on the data which he supplied
on the form.

As coon as the expected family contribution has been certified, on
the multinrle copies of the familv contribution notification form, the
student will then submit this notification to the institution or institu-
tions of his choice. At that point, the institution will have sufficient
information to make a preliminary determination of the students
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award. This information will include the schedule of payments; that
is, the schedule which tells the institution that, given a certain fanily
contribution and certain costs, the student’s award will be determined
to be a specific amount.

At this point of the procedure the student would then receive
notification of an initial award. When he enrolls in the fall in the
institution, the school would make a final calculation of his award
and then would make the payment of the award to him.

As the institution then incurs expenses under the program, as it
makes awards to the student, the institution would then bill the Fed-
eral Government and would be reimbursed for the expenses incurred
in making the award. :

As you can see, the schedule for the first year is somewhat critical
and ‘is dependent on both the approval of the family contribution
schedule znd on receiving an appropriation for the program. We are
planning to arrange the payment schedule very shortly after we have
the appropriation. We are also planning in the very near future to
issue at least a major portion of the remaining regulations needed
for institutions to caleulate students’ awards. These will be regulations
governing the treatment of cost, governing institutional behavior in
making the awards. We expect to have these regulations published in
the Federal Register very early in March.

I would like to now turn to the proposed system for determining the
sum of the contributions for the basic grants program.

Senator PELL. Let me make sure that I understand what you are say-
ing. As I understand it, the student fills out a form to find out his
family contribution, which is furnished to—who? The Office of Edu-
cation staff ? Give me an example.

Mr. Voigr. Well, we are at this point—this morning, as a matter
of fact—issuing a request for proposal, a request for bid

Senator PeLL. A request for bid.

Mr. Voier. OK; to various agencies, for the development of a
system and the implementation of a system for the calculation of fam-
ily contributions.

Senator PeLL. Do you mean to say that 6 months after the bill was
passed, you are only now issuing an invitation to bid ¢

Mr. Vorgr. Mr. Chairman

Senator PeLL. I correct myself. Eight months after the legislation.

Mr. Orrina. Mr. Chairman, some of the elements of our development
dependad upon these family contribution schedules themselves. As a
matter of fact, we can’t be sure that the contractor can proceed with
certainty that each development is indeed the correct one until we
have assurances that the family contribution schedules we have pro-
posed are the correct schedules. So we are dependent upon that aspect
for successful conclusion at the time. ,

Senator PeLL. I would express my own deep disappointment that 8
months after the bill is passed, you are just now starting to implement
the program.

This i5 vour final version that vou will be sending up now?

Mr. Orrina. This is our proposed final version.

‘Senator PeLr. Your final version ; yes.

But why could not—I am curious—why have you not sent this out
earlier and then we could have had your proposed version at an
earlier date? ’
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Mr. Orrina. Our proposed version was a draft version that we were
discussing and were trying to receive the comments from many sec-
tors, including financial aid officers, institutions, members of various
organizations, to derive what our program was. It is impossible to
davelop that system until, as I said earlier, we have a final schedule.
So that the Rr'P.in a real sense depends upon the family contribution
you get. -

Senator PeLL. But what I cannot understand is why you have to
have the family contribution before you start looking at the prece-
dure. The fami?,y contribution can change the amount. The procedures
would be the same.

"Mr. Orrina. Well, the basic information that is to be taken into
account, in terms of calculating the family contribution itself, is
what the contractor needs in order to develop the data processing
system to calculate the family contribution.

For example, for some reason, the particular set of items that e
are asking the applicant to supply, which are contained in the schedule,
might have omitted a particular item. We could invent one together,
Then, the system woulg have to be changed, including the application
form, and how to process it to take into account the effect of whatever
that particular item was. Until all of the items are known, we cannot
guarantee that the system being developed is the correct cystem.

_ Senator PeL. In other words, the form—the student fills out a rough
form, which generally youhave —— '

Mr. Orriva. We do have a copy of that form. That is a draft copy.
That form itself depends upon the family contribution schedule.

Senator PrvL. This is what the student fills out to start off with.

Mr. Orrina. That'’s correct, sir.

Senator PeLL. Then he—who doeshe give that to?

Mr. Orriva. He mails that to one of the successful bidders, ons of
the contractors that we were discussing earlier.

The contractor then, using the schedule that has been approved,
determines the family contribution. He in turn returns to he applicant
a number of similar statements which show the family contribution
that is expected in his particular case.

Senator Perr. Why wouldn't it be simpler to skip the contractor
and have the student ask the student aid officer of the institution to
work on it? And this would greatly please the student aid officers.

Senator Orrixa. The student aid officers do and will have a role in
the second step of this process, which is what ——

Senator PeLL. I realize that. But my question to you is: Why can’t
they be sufficient ?

Mr. Orrina. We were attempting, since it is an entitlement program,
to define very hsrd criteria in a uniform administration of the eligi-
bility determination. We were trying therefore to limit the number of
people, the number of sources, which would review this very basic
calculation, in order to be able to insure that it was indeed uniformly
administered and uniformly calculated. :

It is a detailed arithmetic computation of which there is no discre-
tion, Therefore, we thought we were placing really an unnecessary
burden on student financial aid officers since it is a computational
process. It isnot a discretionary process at all.

Senator Perr. Why couldn’t the Government do it itself?

93-927 0—43—2
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Mr, OrriNa. Because it would require a staff, and an expense. We
felt there were in existence different sectors who had that capability
and who could thercfore render that service.

Senator PerL. Why not the Office of Education, which from a per-
sonnel viewpoint, has gone up about 40 percent in the last few years?

Mr. Orrina. We did not request personnel for this particular ac-
tivity in our proposed budget.

Senator Perr. What is your rough estimate as to cost? Twenty-five
cents a student, or what would be your estimate ?

Mr. Orriva. Probably somewhere between the range of 75 cents
to $1.50 per student, per calculation.

Mr. Voiar. We are estimating perhaps as many as 3 to 4 million
applications being processed ; so that we are essentially talking about,
for the Office of Education, a very large processing activity.

Senator Prrr. All right. :

Does the contractor take the form, this thing here, and then he puts
somewhere on the piece of paper the amount of money that he thinks
the student should contribute.

Mr. Orriva. He would actually be sending back to the student a
different form, not that particular one, which would show to the stu-
dent who had applied, the amount of family contribution that is ex-
pected and therefore the maximum eligibility that he has.

The student would have, let’s say, five such copies. He could then

‘send one to the University of Rhode Island, send one to the Com-

munity Collegs of Missouri, one to Harvard, and one somewhere else,
where the financial aid officer st each of those institutions would make
a calecualtion on the amount of the award that the student could re-
ceive, based on cost.of instruction of that particular institution. This
would enable the student then to make a determination on which one
of the many institutions available in the United States.

Senator PeLL. The student assistance officer could heln fill this out,
some students I think would find it a rather ccmplicated form.

Mr. OrTina. We have tried to ask of the student only essential
financial information that we thought was available to him. It is in-
formation which is typical—financial status information, which we
think is essential, and is required in order to compute what the family’s
contribution can be.

Senator Perr. I can’t read the writing where von have assets and
liability, something about—the writing is too small. What does it say ¢

Mr. Orriva. Mr. Chairman, we have a presentation on that particu-
lar element. We have a sample calculation that we would appreciate
very much going through and 1 think each of the items will become
clear. Also, we plan to issue an instruction page, which will help. .
hSenutor PeLL. At any rate, going on further; we can come back to
that.

Then this form is stamped; and then, five copies of this are sent
to thestudent ; right? :

Mr. Orrina. Excuse me. T used the word-—what the student veceives
is the amount of the family contribution that is expected based on
our calculation. -

Senator Prrr. In quintuplet, ,

Mr. OrriNa. In—I don’t know if quintuplet is the right number.
I was using that as a example to illustrate my point. But in multiple
copies.
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Senator PeLr. And then the stucent sends it to the institution of
learning to which he hasapplied.

Mr. Orrina. Yes.

Senator PerL. And he doesn’t have to do it when he applies; and
then the institution calculates the individual award in case the in-
stitution charges less than the amount for which le is eligible; 1s tha
correct ? :

Mr. Orrina. There are two other factors which the institutior. must
take into consideration. ’ :

Factor 1 is the cost of instruction in attending that particular in-
stitution. The maximum set by law is $1,400 less the amount that is
calculated on that form. It may be that a student, because he is at-
tending an institntion which is relatively less expensive will not re-
celve the maximum that he is eligible for, because the award cannot ex-
ceed half of the cost of instruction. So that aspect of it can best be
done by the institution, since it is aware of particular costs affiliated
with that institution.

Second, in case the appropriation is less than what has been to+.a1ed
full funding, there is a reduction schedule which would be d: eloped.
The institution would then reduce that award according t: the sched-
ule; so that there are two other steps in addition to the first step we
talked about. T )

Senator PerL. Carry on.

Mr. Voier. To get back to the schedule of expected family contri-
bution; I would like to mention that in the develcpment of any sched-
ule it is essential to assess the amount that a family can be expected
to contribute to education.

In the development of our proposed system, we keep the following
thingsin mind:

First, we have tried to make the proposed system as simple as pos-
sible with an eye eventually to having a system where the student can
do his own calculations. Second, we try to achieve national consistency
in measuring the family’s ability to provide assistance in an equitable
manner.
~In achieving this national consistency, we cannot take individual
circumstances into account. And third. the s-stem we are proposing
would be used for the basic grants program only.

Mr. Chairman, the best way to explain the system that we are
proposing is to present an example, of the determination of a family
contribution.

Our first example is for a student who is dependent, who comes
from a family having four members; one of these family members
isin higher education ; and one of the parents is working.

First, in determining the student’s expected family contribution,
we take into account the parents’ adjusted gross income for previous
tax year. We have used this because 1t is very desirable not to require
parents or students to have to estimate their incomes for the current
year.

‘We have seen some studies which show that upper-income students’
families traditiorally underestimate their incomes and lower-income
families traditional overestimate their income. iherefore, we can
verify the data that are provided for the prior tax yea: for family
mcome. In our case, the family had a gross income of $5,340.



The next item——

Senator Dodxinick. May I interrupt atthis point ?

Mr. Vorer. Sure.

Senator Doninick. I just want to know whether this is what you
are doing now, or what you anticipate doing ?

Mr. Vorar. This is the system that we are proposing to use, and——

Senator DodiNick. It is not sinilar to any things you are doing now ?

Mr. Voier. Noj; it is not.

Senator DoninNick. Is there presently any basis for comparison?

Mr. Voier. Well, this is a new dprogram. There are several needs
analysis, agencies in existence; and tha result of this system roughly
parallels the outcome of the systems used by the major agencies. In
addition, I think on this item, those agencies are also using prior-year
data.

Senator Dominick. Yes.

Well, we got into a real flup last year over the fact that we didn’t
have any simple way of determining student financial needs and that
was corrected by an emergency resolution which I put in.

And T realize that we have got a different computation here and
that we are dealing with grants rather than loans.

What I am irying to do is find out whether the computation is being

simpliiied or complicated. And we can’t do that unless we have got a
comparison.

Mr. Voier. I think

Senator Doninic. Maybe you could give us, as well as what you
are doing prospectively here, what you are doing in any other program
which may be similar enough for a comparison.

Mr. OrTiNna. Senator Dominick, this is a progran that was recently
enacted, and it has in it of provisions which differ somewhat by law
from the quaranteed student loan program. So I think you will find
some natural differences which are required.

We would be pleased to try to provide this to you.

Senator Dominick. That would be fine.

Senator MonpaLE. He had a table with which he worked out the
impact of three separate computations—the one proposed by the Fed-
eral Government, the College Scholarship Service, and the American
College Testing Service—and I think those two questions we have are
the questions we have raised. What about the proposal for Federal
funding? Because 1t is in niy opinion substantially different as for a
Minnesota farm family, who is considered a small businessman.

Mr. VoreT. The next item we are trying to assess in the family’s abil-
ity to pay for post-sccondary education, will be the other parental
income of the family. That income would include tax-exempt income,
such items as tax-exempt bonds, the other half of capital gains income,
welfare benefits, untaxed pensions, et cetera. We feel that these items
must be taken into account before you get an accurate picture of the
family’s financial strength.

From these two items, then, these two income items, we then sub-
tract the parents’ income taxes paid on the income for the prior year,
and come up with the figures for the effective fainily income. In our
case, that will come out to $5,194.

Senator PrLr. May I interrapt ?

‘u
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I think it would be of interest if you had what the award would be,
using two formulas.

Mr. Vorer. CSS and ACT.

Senator Prrr.. Maybe you could have one of your staff figure out
what the amount of that would be using those formulas.

Mr. Vorer. For this famnily ?

Senator PrLL. Yes.

Mr. OrriNa. I'm sure the committee is aware that on an item-by-
item basis, you will find differences in the systems. However, overall
the final results are similar.

Senator PeLL. They would expect it to be different, but it Would be
¢f interest to me now.

My, Orriva. Yes.

[The information referred to and subsequently supplied follows:]
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Donald Jones
In addition to the information presente9 the following is assumed for
purposes of coumparison and calculation. .Donald Jones comes from a
family with two parents and two children. Only one of Donald's
parents is employed. The Jones family resides in a state where there
was no state income tax in the base year. Donald's father is 45 years
old. Donald is the only wmember of his family enrolled in higher education

and will be a freshman in the coming year.
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Joe Smith

in addition to the information presented, the following is assumed for
purposes of comparison. Joe Smith lives with his mother who is a
single parent head of household. His mother lives in a State with

no State Income Tax. Joe's mother is 45 years old. Joe is, of course:
the only member of his family enrolled in higher education during

the coming year and he will be a freshman. He receives Social
Security educational benefits of $648.

ERIC
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Judy Dean

In addition to the information presented on the attached chart(s) the
following is assumed for purposes of comparison.

Judy Dean is an independent, 23 years old, who 1s in her Junior year
of collepe. Her adjusted gross income in the base year was $1,1C0
and was non-taxable. Sinee she is single, under thesBasic Grant
Program, her family size offset is $700 which means that $400
discretionary income is available and of that amount 75% or $300 is
expected to be available to pay her educational costs. Her net
assets are 5600 which provides a contribution from assets of $198
when the 33% Basic Grant student asset rate is applied to that amount.
Her total contribution from incowe and 7#ssets is $495.

Under the College Scholarship Service System the full amount of her

net income ($1,100) is expected to be available for educational

costs as well as $150 from her net assets for a total contribution

of $1,250. The contribution from assets is determined by subtracting
CSS's standard $300 emergency allowance for single independent students
and the rema: 1der is divided by the number of years of school remaining.
Since Judy will be a Junior she has 2 years remaining and $150 is,
therefore, expected.

" Under the American College Testing System, Judy's contribution is
slightly higher since no asset raserve 1s allowed. The other
procecures are similar to those used by the College Scholarship
Service. .

ERIC
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- Charles Smith

Charles Smith is an independent student who is married with no chil-
dren. His wife earned $1,000 during the base year. Mr. Smith earned
$2,285 and is a veteran who will receive :261 a month for nine months

of sludy during ihe academic ycar,

Under the Basic Grant award determination systemt the student’s veéeran‘s
benefits of $220 plus the $41 dependency allowance, is treated as
follows: One half of the student's veteran's benefits is considered

as effective income of the student; one half of the dependency allowance
is considered as the adjusted annual income of the student. Thus,
9x$41=5369 ohé-half of ;hich is $184.50, which 1s added to the
applicant's earnings of $2,285 and his spouse's earnings of $1,000

to produce an adjusted annual income of $3,470.

The contributions expected by the American College Testing Service
and The College Scholarship Service appear considerably larger than
those calculated under the Basic Grant System because the spouse's
expenses are considered direct educational expenses of the student
rather than as an offset against income. In addition the full amount
of a student's veteran's benefits is considered as a contribution to-

ward educational expenses by ACT and CSS.

ERIC

Aruitoxt provided by Eic:
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Mr. Voicr. Next in our calculations for expected family contribution
we take into account a number of possible expenses of the family, which
are subtragted from the family’s effective income before comning up
with a discretionary income figure.

The first of these items is a family size uffset; that is, an allowance
for food, shelter, and other family needs which will vary according to
the size of the family. For example, a two-member family woula have a
family-size offset of $2,800; a six-member family would have an offset
of $5,700 ; 2 10-member family of $8,400."

We have used for the offset the weighted average threshold at the
low-income level from Social Security estimates.

Senator Perr. What does “offset” mean ¢ I don’t understand that.

Mr. Voier. By “offset,” we mean an expense item that is necessary
for the family, which would be subtracted from income before a con-
tribution is expected from that income.

Mr. Orrina. The basic philosophy, Mr. Chairman, behind all this is
that it is ‘hard to determine how much income the family has which
should be devoted to educating the children; and in that sense, we are
trying to take into account all of the obligations which should be sub-
tracted from the basic income prior to determining what that amount
should be.

What we are trying to reflect right here is how much income is re-
quired by that family to maintain its housing, its food and other
necessities of life ; so we have developed this table, so to speak in which
we would, according to family size, subtract an amount of money
which is based on some empirical evidence which we have determined is
about the average that would be required to maintain a family of this
size.

Senator Moxpate. In a particular area. Because in the State of New
York, for example, it is more expensive to live than in the State of
Alabama; so it 1s discretionary, this offset figure. Does that vary ac-
cording to States? )

Mr. Orriva. It does not vary according to States. We have a national
table; it is not varying according to States. .

Senator MowpaLe. You ought, to determine it by State. There is 2
substantial difference because New York—New York has to be twice
as much than the cost of living in California and New York compared
with Alabama and Mississipp1.

I think that you will also find the standards in Utah—also vary, but
roughly to the same proportion as New York and Alabama, teo.

Mr. Vorer. We have looked at data and tried to take that into ac-
count. So has the .

Senator Monpare. Did you have a considerable number of studies on
that question ? . .

Mr. Vorer. ACT and CSS have not been able to come up with a satis-
factory formula for taking into account regional differenccs, even dif-
ferences within States and counties. - ] .

Senator MonpArLE. Once again—all three formulas seem, in determin-
ing what the family can safely pay for the child—to make an offset by
size of family. But the formula you propose gives less of an offset for a
larger family than the other two formulas. Is that correct ¢ o

Mr. Vorer. For the larger family. For the smaller family, I think 1t
would——-
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Senator MonpaLe. Which means then that since poverty varies,
among other things, by the size of the family, that we will have fewer
children going on to college if they have large families.

, Mr. Orrixza. Sir, if I might again

Senator MoxpaLn. Yi poverty hasanything to do with it.

Mr. Oriiva. There are in this calculation a number of steps and, as
I tried to indicate earlier, in some of them you will find a shade left und
some of them you will find a shade right.

But later in the caleulation is what yon might term from the refer-
ence point that you are using, a more generous treatment, which I think
offsets what we were talking about here. What we need to look at is
the aggregate in terms of the treatment rather than any particular
specific item.

Senator Moxpacre. But suppose you had six kids in the family and
you would like them to go on to college.

Mr. Orrixa. Right.

Senator MoxpaLE. Your formula would help that family less than
any of the other two accepted formulas.

Mr. Orrina. ITdon’t think that is a fair statement.

Senator Moxpare. Based on the size of the family ?

Mzr. Orriva. Because you are taking into account only one element
of that formula.

Senator Moxpare. That’s all I warnt to talk about right at this point.

Looking at that one element, you give less than either other formula;
is that correct?

Mr. Orriva. That is eorrect, sir. But that is not the calculation
which is totally involved in terms of determining what the student can
receive.

Senator Prrr. Carry on.

Mzr. Voier. The second offset that we take against income is unusual
expenses. Here is an offset where we try to recognize special circum-
stances in families that truly have unusual expenses. We try here to
identify those kinds of expenses which are truly unusual which are
not normally deducted for income tax purposes. Included are such
items as medicine and drugs, and other medical expenses, plus casualty
and theft losses.

We are proposing to include those items as an offset, which are in
excess of 20 percent of the effective family income. Again we try to get
at expense items which are truly unusual.

In our case then we would not have any unusual expenses.

The next item would be

Senai-r PenL. Could you give us an example of what you vonsider
as unusuu, expenses ?

- Mr. Vorer. Those would be medical expenses, and actually losses
and theft losses.

The next item is an offset that is to be taken when both parents are
working or when there is a single parent family and that parent is
working. Tt attempts to recognize that additional expenses are in-
curred if hoth parents are employed, expenses such as clothing, car-
fare. essentials, et cetera, or for those expenses of the emploved single
head of household. The offset that is to be taken here is to be 50 percent
of the lower of the two incomes, and this offset is not to exceed $1,500.

Mr. Orrixa. Senator, if T may interrupt here, this is an instance

93-927 O—T73——4



22

that you were taiking about in that we do allow an offset for 2 single
- parent which is not allowed by one of the major need analysis agencies.

Mr. Voier. These offsets are then all added up. In our case, there

is only an offset for family size, which is subtracted frora the effective

_family income to get at the figure for the discretionary income of a
family, that income from which a portion can be expected to be con-
tributed toward the student’s education.

For the basic grants system, we are proposing to espect 20 percent
of the discretionary income from the first $5,000 of such income, and
30 percent of such income from any amount above that $5,000. In our
sample here, we would expect & contribution from discretionary in-
come of $179 from that faniily.

Mr. Orriza. Mr. Chairman, would it be helpful as we go through
the items to make comments about the need analysis service’s and how
they treat these items in comparison to our system. It seemed to be on
Senator Mondale’s and Senator Dominick’s minds. If it is distracting
to you, I won’t doit. :

genator Prrr. I just wanted to make sure we all understand what
you are saying, what is the applicable rate?

Mr. Orrina. We are proposing two rates. 4

M:. VoieT. Any amount under $5,000 of discre®fonary income, we
are suggesting a rate of 20 percent.

Senator PeLr. But how can you possibly make that assumption for a
family with $5,000 a year, two children. living in the average industrial
State? Maybe in Alabama they couid? Because one-fifth of their
income——

Mr. Orriva. It is not one-fifth of their total income, Senator. It is
one-fifth of their discretionary income after the Federal taxes paid and
the family-size offset have been subtracted.

Senator PerL. Could you submit for the record the standards of the
family-size offset figure that you had.

Mr. Orriva. We would be pleased to.

[The information referred to and subsequently supplied for the
record follows:]

Buasie educational opportunily grant program

Family size: 1 Allowance
2 e e e $2, 800
3 —- _ — —— e 3,350
4 e e e e e e e 4, 300
D e e 5, 0650
6 - — e 5, 700
(N P, - 6,300
B e e - 7,000
O e ——— 7,700
10 o — —— e 8,400
11 y S, e 9,100

12 e - 9, 800

1Including student.

Mr. Orriva. Mav I point ont aeain that on an individual item-hy-
item comparison the various systems differ; however the net effect
on the entire population is roughly comparable.

Senator Moxpark. T think one of the things that is standard is that
when the administration was propesing this concept of the basic grant,
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the cost was estimated at being about $1.2, but now that it is support-
ing the concept, I think it is about half of that, $600 million ; and this
what I am trying to get really clear in my mind what——

Mr. Orrina. Our estimate of full-funding, which is what is being
proposed for fiscal year 1974, is $959 million.

Senator Moxpare. $959 million versus $1.2 billion— —

l_l\/{lr.l Orriva. You will I think also find that the concept has changed
sligntly.

Senator Moxpaue. Since there are three competing student entitle-
ments under these rules, the so-called Federal funds, could you tell us
what the national cost for running each of those would be? I think
the answer to Senator Pell is that at the time this measure was being
considered, I know it was my understanding that we assume that one
of those two existing formulas would be used. The introduction of this
Federal formula, I think, greatly increases the cost of the student
and reduces the cost to the Government. I may be wrong in that, but
certainly the material I have

Mr. Orrina. Our experience, Senator, was that there were points in
the formula that were points that we would support and differences in
the formula which we felt needed alteration.

I think that in rough response to the question that you have asked, .
that our estimtaes are that if you applied any one of the three formulas”
to the full funding criteria, which is the measure I think is the most
accurate to use in terms of requested funds, with the

Senator Mo~paLe. Well, T don’t sce how that can be, because to use
these three formulas in comparison with the average family—Iet’s
take a family of three—under the Federal formula, as you propose,
that fainily has to contribute $412. Under the CSS formula, it is——

M. Orriva. Senator—

Senator MoxpaLE. In any case, we nse net worth, $15,000 here. Under
the Federal formula, the studew.. with—the family would have to
contribute $787. Under CSS $405 and another $70. So that under
every formula your proposal costs the family substantially more than
they would pay under the other two formulas. That is bound to save
2 lot of money, 15171t ?

Mr. Vorer. In our evaluation of the specifications of the CSS and
ACT systems we find that on a case-by-case basis there are some dis-
sinilarities; the overall results are comparable.

Senator Monpare. With all the due respect, I happen to suspect that
almost every student aid officer who got this proposal would be for
postponement because they said that the average young man or woman
from & farin in Minnesota will not get any help in the position of a
small businessman ; and they think they could benefit—-—

Mr. Orrina. I think, Senator, if we may proceed—there are two
elements in these various formulas that I think ar beginning to come
out more clearly. One is the treatment of assets. the other is the treat-
ment of student income. I'f we may proceed for a moment to go through
the full process, then, if you would like, come back and talk about
what the different treatments are——

Scnator Prrr. Well, we will try to restrain ourselves.

Mr. Voier. The next item that we consider in determining family
contribution is all assets of the family—businesses, homes, sovings,
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and cash accounts. After subtracting the debts on these assets from the
total we arrive at a total net asset figure for the family.

We exciude from the total assets consumer durables such as auto-
mobiles, furniture, appliances, etc.

Mr. Orrina. Excuse me. This is one of the parts where perhaps there
is confusion in calculating the contribution from the farm assets. It
is based on equity, not the value of the farm. The equity

Senator MonpaLe. Yes. All three plans include equity. The differ-
ence is that you jump that figure up so high that it is going to cut out
most of the farm kids in Minnesota and most of the children of small
businessmen. It is not a question of whether equity should be con-
sidered ; it is whether there should be such a radical increase in the
expected contribution of these farmers as your Federal formula
provides.

Mr. Voicr. In looking at the assets and trying to assess what could
be expected from them, we recognize, of course, that families use their
assets for other reasens than sending their children to school. We have
therefore suggested a reserve on assets of $7,500. We determined the
amount of the asset reserve by looking at statistics on the mean asset
position of families by family income. ‘

These statistics shcw roughly that a family with an income range
of zero to $6,000 has a mean asset position of around $3,750, a family
with an income of $6,000 to $2,000 has a mean asset position of §5,750,
and a family with an income of $9.000 to $12,000, hasa mean asset posi-
tion of roughly $8,250.

Senator Prrr. May T ask here whether the law required that you
bring in the assets of the parents.

Mr. Voier. The law does nct require that we take into account assets
and we will be collecting this information from the student on the
application form. g

TREATMENT OF ASSETS

Senator Domr~tck. Well, we had a big argument about the treat-
me:t of assets in conference. '

What do you do with a farmer who has maybe $10,000 worth
of land but can’t grow a productive cron on it? What good are assets
when it doesn’t help in sending a kid to school ? '

Mr. OrriNa. The law as we read it does call for the treatment of
assots——

Here it is. If I might read it. Tt is a very short sentence and it is
under section 411, roman numeral V—roman numeral IV underneath
that. It sa-s “The amount of the assets of the student and those of the
student’s family.”

Senator Monparr. The point is not that we shouldn’t calculrie as-
sets. My point is that you are chauging it radically to adversely affect
the children of the small farmer and the small businessman. I think
the question is whether you are going too far; because, as Senator
Dominick points out, if you are a marginal farmer and you need all of
your assets just to eke out a living, there is no point in looking at those
assets as the source of a loan to pay for the cost of education.

In Minnesota, the average farmer malkes $3,500 a year. So you sayv,
well, why don’t we borrow on what little reserve he’s got? Tt’s not
there—not if he wants to keep farming.
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Mzr. Vorer. We will be expecting the stude.ic and his family to fur-
nish us with all of the data necessary for the contribution determina-
tion, including assets. We will be issuing instructions with the applica-
tion form telling the family how to complete the form and submit
the data. -

Due to the number of applicants that we expect under the program,
we cannot validate all of tne items collected; but we are planning to
validate them on a sample basis.

To continue with the treatment of assets——

Senator DoMINICE. Let me just give you an example here.

You could have a farm which in one case might be werth a consider-
able amount of money if he gets a good crop out of it one year; and the
next year it isn’t worth anything. A small business could be worth
something one year and nothing the next year. -

You have got a requirement in here for the family, I gather, in
terms of value of assets, to try and decide for themselves whether they
ought. to base it on market value or valuation in terms of land.

Now, you could have it on the questior of whether it is a growin
area and be classified as agricultural land or suburban land. You roulg
do all kinds of things and for the life of me I cannot see what real value
it would have in determining whether parents can contribute to a child
in college as to whether or not their assets are liquid or not so that they
can do something with it. Are you going to require them to sell the
assets? Suppose they have $100,000 worth of assets? Are they going to
Lave to be required to scll them ?

Mr. Voier. Noj what we are trying to do by looking at the assets is
to assess the financial strength of the family. We feel that the family
aaving a $5,000 income with zero assets is in a weaker position than a
family having the same income with $50,000 or $30,000 in assets. We
feel that it is a matter of equity.

In addition, we are expecting, after the $7,500 asset reserve, that 5
percent of assets be contributed toward the student’s education. That
seems to be roughly the growth rate of bank accounts. It would also be
the growth of land value. We expect that the 5 percent rate will leave
the family usset position roughly unimpaired.

Senator Doynick. Yes; but this—what you are doing by the time
you get down to your own example is that you have %ot to add $125 to
$179 and determine that that is their respective contribution as opposed
to the other, and their assets may not be liquid. If they have to sell the
assets, they are in worse shape than they were before.

Mr. Orrina. The problem of treatment of assets is a very difficult and
complex one. The problem of equity, nationally, is the goal that we
were trying to reach. It is very hard to make judgments about whether
$15,000 in a farm in rural Colorado is different from $15,000 nf equity
in a home in Providence, R.I., or a $15,000 savings account in your
home State, Senator. These are the kinds of judgments we are attempt-
ing to make here.

I share your concerns that the solutions are not easy. ) _

Senator Doainick. We are dealing only with grants in this case,
not with loans?

Mr. Orrina. Yes, sir, that is correce.
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Senator Doyixick, OK; I am sorry, Mr, Chairman. I apologize for
interrupting, It is just that the treatment of nonliquid assets has been
of concern to me for some time.

My, Vorer. As I indicated, we are expecting after the $7,500 reserve,
a contribution of 5 percent from the remaining assets, In our sample,
we have a family with a total asset position of $10,000. A fter subtiract-
ing the $7,500 this family has $2,500 in asscts from which a contribu-
tion may be expected. An assessment rate of 5 percent would result in
a contribution from assets of $125 for that family.

This asset contribution has been added to the contribution from
discretionary income and, in our case, the level of, for want of a better
term, standard contribution from this family is $304.

Next we make an adjustment for the number of persons in that
family who are enrolled in postsecondary education. These rates were
arrived at after looking at actual contributions made from multistudent
families and range from 100-percent expectations, in our case of $304,
for one student in postsecondary educition; to 70 percent of the con-
tribution for each student enrolled when two students in the family are
enrolled in postsecondary education; to 50 percent from each student
when three studeats are envolled; to 40 percent when four or more
students from the same family are enrolled in postsecondary education.
In our case, since there is only one member of the family in postsecond-
ary education, we are expecting 100 percent of the standard contibu-
tion to be contributed toward that student’s education.

The next item we come to is the effective income of the student.

Here, we are including one-half of the veterans’ educational benefits
received by the student and the social seenrity educational benefits
received by the student. These are Federal programs for supporting
students in postsecondary education; and we are expecting 100 percent
of those two amounts, as we mentioned.

Mr. Orrina. Mr. Chairman, if I might just interject here, this is
one of the differences we were talking about earlier which changed
our estimates of the total cost of the program from the %1.2 billion
we discussed earlier.

Senator MoxparLe. How do these formulas that you rveferred to
deduct from the estimate?

Mr. Orrina. Our understanding is that for the bottom of the spec-
trum in terms of family income, they are not taken into consideration.
From the higher end of the spectyum they are considered.

Senator MoxpaLe. What do you do at the bottom ?

Mr. OrriNa. We treat it all the same way, regardless of family
income.

Senator MoxDpaLe. A student going to school from a poor family
under the earlier, traditional college formula would be permitted to
lceep his veterans’ payment; but under your formula, his BOG grant
would be reduced by one-half of the amount of the veterans’ benefits?

Mr. Grrina. That is right. Part of the difference is that we are try-
ing to set up in this case is an entitlement program and we have a
slightly rigid set of regulations and rules, quite naturally. As we talk
about the various examples, unfortunately, some of them relate to
individual discretion. Since financial aid officers can exercise discre-
tion in the college-based programs; but generally, you are correct ; you
will find exceptions to almost every case that we are deseribing
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because under current programs there is discretion in the student
financial aid officer. .

Senator, if T may take the opportunity, as we read the committee
report, our reading of it suggests that you did not wish either of the
systems of the two services be adopted ; that the Federal system should
be similar to the act and CSS systems but should be developed dif-
ferently and that is indeed what we have attempted to do.

Senator Perr. I might say to my colleague from Minnesota that
this provision on GI loans and social security was put into the law
and it was put in at the insistence of the House, despite your objection
and mine. _

Senator MoxpaLe. Thank you for reminding me. I did object.

Mr. Voret. To conclude then the discussion of effective student in-
come. the social security bencfits and the veterans benefits are the
only items that are taken into account. We dc not feel we can take into
account the student’s current-year income in the family contribu-
tion determination system. It normally would be that the student
applies for this program in March or April or even Mav. And it would
be very difficult for him to try to estimate the amount of his income
during that year.

Mr. Orrixa. This is another one of the examples where we ar:
taking a different position from the traditional one taken by the need
analysis services. They do try to estimate the income that will be
derived in the academic year and expect part of that assumed amount,
if not all of it, as a contribution for educational purposes.

We are taking the position that it is very difficult if not impossible
for a student to estimate his income a year and some months ahead of
time. Since we are talking about at” best his basic grant covering
one-half of his cost, he will be necessity nced other resonrces to supple-
ment the other 50 percent. By not expecting this income in this eal-
culation we feel that this will provide an incentive to work and supple-
ment this basic grant.

Senator Doxrytek. We thought originally of using one of the two
forms which have been used. And then'v - thought of writing a sched-
ule ourselves, but we couldn’t do that. So we came to the conclusion
that the understanding of the pavagraph at the top of page 35 of
the report that you would basicully set the s-hedule balancing the

_equities.

Mr. Orriva. Mr. Chaivman, I think that you will find that for a
family of four, with one student attending a postsecondary institution
that for almost all income levels we have done exactly that..

Senator Moxpark. I respectfully dissent, Mr. Chairman.

Senator Prrr. Well, this will come out as we move along.

Senator DoxiNIck. One more question.

Getting back to these assets-—what would prevent a family from
putting their property if they want to get full grants for their chil-
dren for education, in the children’s name? Then the family doesn’t
have any assetsat all. If it is nonproductive land, the child doesn’t have
an income. So you have got a guy with a whole hunch of land which
is in the child’s name, or in trust for him..

Mzr. Orrrwa. Senator, we treated the student’s assets more harshly
than we have the family’s assets. In fact, I think you wiil find there is
little advantage to doing that.
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Senator Dominick.What do you do if they put it in a trust?

Mr. Vorct. That would be considered as an asset.

Senator DonmiNtcx. Whose asset? If he put it in an irrevocable trust
and nam- ! a few trustees? We do that all the time for Cabinet officers.

[Laugnter.] .

Mr. Voier. We felt that since the student is the direct beneficiary of
postsecondary education, we would expect him to invest a greater
portion of his resources than his family would be expected to invest.
We are expecting a contribution of 33 percent of a student’s assets
per year for each year that he is enrolled, which would leave him witl
some remaining assets at the end of his academic career.

This is somewhat different from the serviees which divide a stu-
dent’s asscts by the number of year’s remaining in school. In our
case, & student having assets of $500 would be expected to contribute
$155 from his assets. The total contribution then from family income
and assets are added to the student contribution and with that we
arrive at a total family contribution for this student and his famil
of $459. This amount would then be subtracted from the $1,400 max1-
mum grant, to arrive at the total of $931. This will be the amount
shown on the certification that the student will get back from the con-
tractor. He would then send this notification to the particular insti-
tution that he has chosen wih his application for admission. This
oon(rlzludes the review of the family determination for the dependent
student.

I\(Tiext we turn to the contribution determination for an independent
student.

Senator Dominick. Let me just point out something here.

You have in your example a family of four with the full income of
$5,340, and a disposable income is $894, and you are expecting them to
make a contribution of 50 percent of that to one child ?

Mr. Vorer. Well, let me——

Senator DoMINICE. Is this an error?

Mr. Vorer. As a student assct, we are also looking at the

Senator DoMINICK. A student in your example has a better car than
Thave. He’s got a $500 car.

Mr. Vorer. We are not including consumer durables such as auto-
mobiles and furniture. '

Senator DonmINIcK. But you are still expecting them to make $165
contribution from assets again, and I realize that this was put into
the law. The question is, in fact, how are they going to gobble up $459
of an $894 disposable income, which is not discretionary.

Mr. Orrina, First of all, this is not a typical example. The num-
bers that we have used throughout are not numbers that you would
think you would find for a family with this kind of income. We made
t{:e exs:;mple so that we could illustrate how various things change
the cost.

Second, if you lock at it, the expected family contribution is really
derived in three pieces: the parental income, the parents’ assets from
which we expected a contribution of $150; and the student’s assets
which we assumed in this case was a bank account of $500. From that
$500 came a portion of the total expected family contribution. This
1snot a typical family of four with this kind of family income.
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Senator Doarvick. But again we come back to what type of assets
we are using; and I guess this is what I am talking about. Now, what
type of assets ure we using ?

Mr. Voier. We are expecting to be included in the assets such things
as home equity, savings accounts, stocks and bonds, et cetera. We would
il'(l)«:t include consumer durables such as furniture, automobiles, and the
ike.

In addition, I might also like to point out that we are taking into
account the family expenses, living expenses, in the family-size offset ;
and that this family does have an income of $5,600 from which we ex-
pect 3179 and a contribution of $125 from parental assets plus a con-
tribution of $165 from student assets.

Senator Domintck. Well, I understand what yon are doing. T au.
j usot l1{10t sure that’s realistic; I guess that's what T am saying.

ay.

Senator Perr. On this emancipated student. What if he is emanci-

pated by the parent the year in which he applies for the grant? As I

understand your criteria, he has to be independent for 12 months; is
that correct ?

Mr. Vorer. That’s right.

Senator PrLr. What happens in a case when a father says, “Son, you
are now 18; you are on your own”? And therefore the kid won’t——

Mr. Vorer. The whole question of the definition of an independent
student is one that is probably the most difficult one that we dealt with.
There are two real major inequities. In a grants program, you do not
want to have instances where parents should get tge grant for students
who are on their own, despite the fact that the family has a family
income of $20,000. '

Senator PeLL. What is the answer to my question ?

Mr. Vorer. Well, essentially you are correct—in order to me=t the
criteria for an independent student, he cannot have been claimed as
an exemption on the parents income tax during the year of the applica-
tion and the prior year. He could not have received more than $600
from the family during this same time period; and could not have
lived at home during that time period.

Senator Perr. Do you have a form, in essence, that covers the finan-
cial equity ?

Mr. Voier. We have considered that. The questions of equity are
really very serious ones. We do not want to provide in this program any
incentive for a student to become independent. We believe that the
family is responsible to some extent for paying for the education of
their children. In the example that you mention, where a father says
you’re 18; you're on your own, our policy is that the Federal Govern-
ment should not be encouraging this kind of thing.

If the student were poor, coming from a poor family he would be
getting a basic grant, whether he is dependent or independent. We do
not want students coming from middle or upper-middle income fami-
. lies getting basic grants because their fainilies have declared them in-
stant independents.

As I said earlier, it is one of the difficult questions that we have had
to deal with.

93-927 0—T73—"5
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In our example, then, for the independent student, we begin with
the effective student income which is one-half of the veterans eduea-
tional benefits and social security educational benefits. We have treated
them the same as we have treated those for dependent students. We
then look at the gross income of the applicant, which in this case would
be $1,100. Again weé ask for the prior year income.

‘We then look at other income of the student. In this case it is zero.
Subtract the Federal income taxes paid to come up with an effectiva
inmily income for that student. For an independent student we also
have a family-size offset. :

The family-size offset is $700. If the student has dependents, then
the family-size offset is the same as for parents of dependent students.

We also allow for the unusual-expense offset and the employment-
expense offset as we do for dependent students. Since this 1s a single
student with no other offsets the total offset deducted would be $700;
and the discretionary income would be $400.

The contribution rate from discretionary income of the :ndep:ndent
students varies.

For the independent student who is single, we expect about 75 per-
cent of his discretionary income to be contributed toward his education.
For a married student with no other dependent that expectation would
be 50 percent; and for a student with dependents other than spouse
it would be 40 percent. Again, we assume that since the student is a
direct beneficiary of his education, he would be therefore expected to
contribute more than his parents would be.

We then look at the assets of the indepandent student and these as-
sets are treated in exactly the same manner as the assets of the depend-
ent student. Here again we would divide his assets by vne-third. In
our case, that contribution would be $198, resulting in a total expected
family contribution for an independent student of $498.

This then would be an example of the calculation of expected fam-
ily contribution for the independent student.

Recognizing the fact that he would be the direct beneficiary of his
education, he would therefore be expected to contribute more than we
would expect from & family with a student.

Mr. OrTina. We have a set of examples that we have calculated——

Senator MoxpaLE. Would you consider that a better formula ?

Mr. Orrva. Noj it is not. This is only the schedule that we have
proposed.

Mcr. Vorer. The next chart is an ezample of awards at the full fund-
ing level for the program at various family income and family con-
tribution levels for different cost schools.

For example, the student coming from a family making $4,000 has
a zero family contribution. If he atterded a $1,500 institution, which
would be a low-tuition or no-tuitica community college, his award
would be $750 because of the half .cost limitation.

If he attended an institution like a public 4-year State institution,
his award might be, with the half-cost limitation, $1,050. If Le attended
a higher-cost private institution, he would be eligible for the full $1,400
maximum. A student coming from a family with $7,000 would be eli-

ible for $750 at a $1,500 school, $940 at the $2,100 institution, and
$940 at the institution costing $4,100. The student coming from a
$10,000 family, and having a family contribution or $959, would in

~ each case beeligible for an award of $441.
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Mr. Orrixa. I think that this chart illustrates some of the factors
involved in the award-making process in that it shows the relation-
ship of family contribution and cost.

We have concluded with our testimony, Mr. Chairman.

Senator Doaixick. May I ask one question ?

Senator PeLL. Yes.

Senator Doyinick. In reviewing the series of charts that you gave
us here, line 16 in the last sample 1s unreadable. I don’t know what it
says, but if it says “expected contribution for thc educational proc-
ess,” then I am amazed, because it comes out at that potnt as more than
the total income.

Mr. Voigr. In looking at the middle of the sample—total income of
the student is $1,100.

Senator Doyinicx. That is not the one we are talking about.

Mr. VoreT. Oh; I amsorry.

Senator Doanick. This is Charles Smith. He is an independent.
As a Republican I differ.

Mr. Vorer. Tlis is a student who had a veteran’s benefit of $261 a
month, which we are including as a direct contribution toward educa-
tion simply because that amount, or at least half of it, was included in
effective student income.

Senator Dominick. I was just talking about Charles Smith. Have
you got him ? I am just trying to read line 16.

Mr. Vorier. The total expected family contribution was $1,104.

Senator DoyiNick. And yet his income is $990.

Mr. Vorer. His income 1s $990 if one-half of his eligible veteran’s
benefit is adjusted. Gross income for that prior year would be $3,285.

Senator Doyuinick. Well, you have got an effective income of $990
and you expeet him to pay $1,104. That is what I would like to ask.

Mr. Voret. The effective income, the definition of effective income in
these proposed regulations, is only one-half of the veteran’s and the so-
cial security benefits received by the student for educational purposes.

The adjusted gross income for that year would be $3,285, and he had
other income of $185. That $990 is only one-half of his veterans benefits
for that year.

Senator Doarvick. Well, his effective family income then is $3,428,
of which you figure he is going to pay a third for his education per
year?

Mzr. VoieT. Yes, sir.

He is an independent student.

Senator Doainick. We have a minimum of 25 percent on the rest
of it. Here you have one-third.

Mr. Voiet. He is an independent student and he will he the direct
beneficiary of his education. We take into account the size of the fam-
ily; he can receive an allowance of a certain amount; and he also is
receiving at the same time veteran’s berefit directly for education of
over $1,900 for that year. The $990 is inclided in that calenlation of
the family contribution.

COST OF ATTENDANCE

Senator PeLr. The other principal element in the hasic educational
opportunity, then, is the cost of attendance.
. Senator Javits wanted to know when the regulations on this would
Y~ be available and can you give the committee at this time any ides of
]: MC the elements included *n how it will be completed ?

IToxt Provided by ERI
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Mr. Voier. We are expecting to issue the regulations governing the
cost of attendance and the items included under that sometime very
early in March.

We would be including tuition and fees, room and boasrd for students
living oftf campus. : _

Mr. Orrina. That will be published for proposed ruling in about
30 days’ time.

Thank you, Mr. Chairman. .

Senator PeLr. Thank you.

I;%m going to ask the witnesses to stay here while the other witnesses
test1fy.

Senator Moxpare. I should like to submit a number of hypothetical
examples of students ir various situations and ask you to calculate
what you would do under the three formulas,

Senator Perr. They will be included in the record, which will re-
main open for other questions.

Senator Domixick. I would just.like to make this comment if I
may. I think that, with the restrictions imposed on you by the law, you
have done a pretty thorough job in trying to work this out. I am not
sure that it is going to be right, but the problem may be in the law and
nct the regulations,

Mr. Orrina. Thank vou, Mr, Chairman.

Senator MoxbarLe. A I understand, the main principal source of
Federal support for the student becomes the BEQG program.

Y think it may be reaching a maximum under the present law. At
least in the State of Minnesota I am told that 58 percent of the banks
do not plan to increase student loans, and 62 percent did not plan to
make loans in excess of the conntrywide proportion that is available
under present regulations, :

That being true, there are thousands of young people in the country,
in my own State, whose chances of going on to college depend on how
this formula works or they won't be able to go on to college.

It secins to me it is true that thousands of Minnesota farm children
and children of the small businessmen are not going to be able to go
on to college unless these regulations are changed. And if we try to
make higher education available to all of our children without regard
to the income of the family, so that more children can go on to college.

We will shortly be hearing from Mr. Hawk, who is one of the wit-
nesses from Minnesota. He says that under your proposed formula the
farily-assets rule would effectively exclude a majority of low-income
families and small-business families. Twelve percent of our population
is on the farm; roughly 7 percent of the families are small business-
men. The adjusted family income for farmers in Minnesota is $8,500
ayear.

yWe are not talking about high-income people at all. We ar~ talking
about people who are below the official poverty level.

The typical farmer in Minnesota needs net capital assets iu excess
of $34,000 to survive. Yet, under the proposed guidelines, any family
with the net assets in excess of $34,000 automatically is excluded from
the program. Now, that is a majority of the farm families and a high
proportion of children of small business men whe are disqualified to
get to post secondary help from this program.

Now, under the two alternative formulas, there is an asset formulx,
but what’s unique about your proposal is a different asset formula. Can
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you change it to more realistically reflect the problems that I have
described ?

Mr. Orrina. Well, Mr. Senator, our understanding is that, in refer-
ence to that, the services are having great difficulty in their formula in
trying to distinguish between liquid assets and nonliquid assets, and
that they themselves are having second thoughts about their approach.
Let me comment that we did not work very, very long and very, very
hard, second only to the independent student, on the treatment of
assets.

The problem of equity is one, by necessity, one is forced to make,
and it is very, very difficult. A farmer who has assets of $35,000 is, by
many standards, perhaps not entitled to a grant for his children.

Senator MonpaLE. Even though he makes an income by the use of
that property of $3,500 a year?

You think he is in a poesition ot support his child in any kind of

Mr. Orrina. Well, it would seem to me—and I am expressing my
opinion here—that he is—his circumstances are substantially different
than someone who is living in New York City who may be making
$5,000 or even $7,000.

Senator MonparLe. Well, I am concerned about the person in the
city, too, but there are alternative formulae which we can look at. I
feel maybe we shonld consider that those assets of the farmer are there
in theory only. Because the asset is essential to deriving any income
at all from the property. And the income being derived is even now
below the poverty line.

How can you say that the assets are available to pay these costs for
the child?

Mr. Orrixa. We studied long to devise such a foundation. We lcoked
at this problem and were unablo to come up with what we thought was
an equitable solution to the problem.

Senator Moxpare. Well, I agree

Mr. Or1ina. And we came to this.

Senator MonpaLe. Well, I mean do you deny that this would effec-
tively disentitle virtually all of the farm children in my State any
help under the BEOG? .

Mr. Orrina. I don’t know the statistics of your State that well. Cer-
tainly, if someone had assets of $35,000, 5 percent of $35,000 by my cal-
culation comes to $1,150, and that would severely impair any chauces
of a grant.

Senator Moxpare. Did you make a calculation on the assets of the
farm—of what the assets on a farm must be in order to survive?

Mr. Orrina. We did look at those. The problem was the other way
around. Basically what we Jooked at was the asset holdings of families
by income.

Senator MoxpaLe. What should I tell the farmers of Minnesota:
“Vell, we have looked at his problem and we looked at it the other way
around and the kid can’t go to college ?

How would you propose we answer that question?

Mr. Orrrza. I find 1t very difficult, Senator, to justify in my mind
proposing that a family who has assets of $50,000 should expect that
the Federal Government should award their children grants.

Senator MoxpaLe. Well, if a person needs $35,000 to survive on the
land, and by this formula there has been no money for those chil-
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dren to go on to college, and the annual income of that farmer is
$8,500 a year, which is below the strict poverty level, what would you
su}%gelsg t%at I tell that farmer as to how he might send his children to
school ?

Mzr. Orrina. I would suggest that he might be eligible for a loan.
‘We have Joan programs to wiich he could apply.

Senator MonpaLE. What kind of loan would you suggest ?

Mr. Orrina. There are State scholarship loans; there are student
Ioans from the Federal Government.

Senator MonpaLe. What, guaranteed loan programs?

Mr. Orrina. Not the guaranteed portion of 1t, but, yes, loan pro-
grams, Federal loan programs.

Senator MonpaLe. But you would say that if he were to sell his
farm—of course, he could sell his farm, couldn’t he ?

Mr. OrTiva. He could.

Senator MonpaLe. He doesn’t want to do that. He has got $3,500
a year in income for a family of three, and you tell him to take ou*
a loan. :

‘Where would he get that loan ?

Mr. Orriva. Well, I imagine there would be many banks who would
be willing to loan $2,000 on a $30,000 farm. Which is'the assumption
that vou have made.

Mr. Vorer. Senator, what does the $3,500 represent? His income
here? His— ’ -

Senator MonpaLe. The median adjusted income, gross income for
farmers in Minnesota, is $3,500 a year.

Mr. OrTina. In our calculation at this point——

Senator MonpaLe. What ?

Mr. OrriNa. From our caleulation at this point, what does the
$3,500 represent ? ' _

Senator MonpaLe. Well, I am going to have a terrible situation in
Minnesota to tell the farmers that they can’t send the kids to school.
I can’t believe that an agency of the Federal Government would pro-
pose a radical revision of existing family-assistance loans which
terminates and excludes farm children and children of small business-
men. I just can’t believe that there hasn’t even been a calculation at
this time. Again, that is your testimony.

Mr. Orriva. But we have. We looked at it from a different——

,ISenator Monpare. You have calculated the impact of the family
plan.

Mr. OrTiNa. Yes; we have attempted to do that. There are several
elements which come into play: it 1s very difficult here to take them
into account. Take a farmer: _ .

Senator MonpaLE. You had a formula that wonld take it into
account. . ]

Mr. Orrina. Tdon’t believe—we have not found——

Senator MonpaLE. Well, the others

Mr. Orrina. Just take exemptions themselves—and we have a farm
somewhere in your home State which has a value of $35,000. Pre-
sumably that is a farmhouse, a piece of land, and various other farm
equipment. ,

All of what we are talking about in terms of housing allowance,
et cetera, et cetera, would be not accounted for in your $35,000. So that
he ir. a sense benefits from living on a farm as well.
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If you go through the calculatious that we introduce, there is an
offset settlement of $7,500. That is usually true. So that the whole
calculation itself for a farm in the example you gave has a lot of bene-
fits that accrue to the farmer by virtue of the fact that his home and
business are coincident.

Senator Mondale. Well, suppose he has a net asset of $3,500 and no
income? Would he be entitled to anything under your formula?

Mr. Orriva. We would subtract under that case $7,500 from $35,000,
which is $27,500; take 5 percent of that, which is $1,250—right?

Mr. Vorer. Right.

Mr. Orrina. And that would be his expected family contribution;
subtract that from $1,400, and he would have a maximrm grant of
$175,1f my arithmetic 1s correct.

Senator MonNDavLE. So you have got a farmer whose farm is return-
ing noincome at all and you say we would give them $100.

Mr. Orriva. He has a piece of property which has a market value
of $35,000.

Senator Doanick. We are talking about only one program, one
type of grant program.

Mr. OrriNa. Yes.

Senator Doarrwick. There are all types of loan programs——

Senator MoxpALE. I realize——

Senator Doxinick. They didn’t have a grant program before, so
maybe they are better off '

Senator Monpare. Well, ws had an EOG program which was very
helpful in these areas; and I am sure they didn’t have any formula like
this. We had the NDSL program. We had a guaranteed loan pro-
gram

Senator Doatinick. Well, I agree with the Senator about the assets.
But we wrote it into the law. That is the problem. It is in the law.

Senator Moxpare. It is discretionary. I remember very clearly
what we did at the time we were considering this bill. We had in front
of us two formulas with different computations. And we decided not to
pick one as against the other but we said let’s—based on roughly what
these colleges can determine the family can contribute—ask the Fed-
eral governmert to propose a formula. And now I think we have got a
proposed Federal formula that radically changed it to the point that
I am going to have to go home and tell the farmers of my State that
not only have they had their disaster loans terminated, not only
do they plai: 1o terminate the farm programs, a couple of farm pro-
grams-—rural electrification and rural telephone programs—rural
housing, sewer and water loans, but we are not going to let their kids go
on to school, either.

Now, they are not going to take that. I don’t care how you figure,
they are not going to take it; and if I have got something to say about
it, they are not going to have to take it. Enough is enough; and I think
we had better take another look at that. '

Because, if you talk about assets that are free and clear in the hands
of a wealthy person, and are not essential to the production of mini-
mum income for the family, then I think you have got a formula that
makes sense. But when you *alk about encumbering or selling assets
that are essential to derive a minimum sub-poverty-level income, this
formula is ridiculous.
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Mzr. Orrina. To the best of our information the paper does take into
account farin assets.

Senator MonpaLE. That is correct. I have said that many times. The
difference is—and I think you will find that some institutions make a
practical distinction between assets that are essential for the deriva-
tion of minimum income for the family and assets that are reasonably
available to derive inoney to help students go on to college.

Your formula makes no such distinction, in iny opinion.

Now, I would like to go to a second

My, Orrina. Again, I'don’t

Senator Peir. Could you stop a moment while the stenographer
changes his paper?

[Off the record. ]

Senator MoxpaLe. The other thing is the ability of a family to pay,
and the role of family size iu determining this,

Mr. Orriva. Thatisin the record.

Senator MoxpaLE. Yes. My information is this: And, of course, all
three formulasagain do this.%ut you give less credit for a large family
than the other to do. And I want to quote from Mr. Hawk here:

As family size increases, the difference in contribution expected by the proposed
procedure increases when compared to the ACT and OSS systems. This is * * *
c.ausetl }‘)5; inadequate family-size offsets in the procedure outlined in the guide-
lines.

It would appear that family-size offsets are considerably below that which is
required to maintain a family and that, as family size increases, the family-
size offsets are increasingly inadequate. The negative potential created by this
procedure is emphasized by the fact that large families tend to he concentrate”
among the lower income segments of the population.

Let’s just deal with the question of family size for a minute.

According to our computations for Minnesota, if your formula went
into effect, with three dependent children, the family would contrib-
ute $412 under ACT and $167 under CSS. This is a formula proposed
for two parents, one parent employed—net worti $15,000.

And then, in one—in every one of these cases—as the family size
increases, the amount of money in the proposed Federal formula would
contribute to the BEOG drops.

Now, why would we have a formula which does not adequately ad-
just for a large family?

Mr. Orrixa. Family contributions again were based on social
security data and—it is to vhe best of our knowledge, the best data
available in terms of the elements that we are trying to figure.

Senator MonparLe. Now, this good data that you received assures you
that a family of two can live on $2,800 a year?

Mr. Orrina. T am sure there are many families who live on $2,500
a year.

Senator MoNDALE. But is that the State of—$2,500 a year?

Mr. OrTiNa. Would you like to discuss this?

Mr. Voier. The offsets are based on social security estimates which
are updated annually.

Senator Monpare. Well, the BLS soys a family of four in an urban
environment needs what—$4,000—to live? And that is below the star-
vation level.

Mr. Orrina. I think it is about $4,300 in our proposed system on a
family of four.
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s Senator MonparLe. $4,300. And you have a figure somewhere for
2,800.

Mr. Vorar. $2,800 is for a family of two. We use $4,300 as an offset
on a four-member family.

Senator MonxpaLe. Is that two children?

Mr. Or1iva. No. The total size of the family——

Senator MoxpaLe. Now, the same figure for BLS is $4,300. In other
words, you are saying:

Mr. Orrina. We are also, at the same time, taking into account
in family size a student who is in the institution; we are taking his
living costs into account.

Mr. Orrina. Let me just elaborate on that point somewhat.

If we had four members in a family and one was attending post-
secondary education, we would in the family offset include that stu-
dent as one of four. So he would be in the offset caleulation.

When we get into his cost of instruction, his living expenses would
also be treated there. So that our treatment in some sense is generous.

Cenator PeLL. 1 hope that that witnesses will stay around.

What I see happening here is that the administration is reducing
the amount cf money for education using the schedule as a vehicle. We
in the Congress face something of a dilemma, because if we reject the
formula now, it will be even more difficult getting it funded for this
coming academic year. Yet when we drafted the legislation the esti-
mate c{ the cost of this program was $1.2 billion, now it is a great
deal less.

If I am incorreet on this, I would appreciate your reaction.

Mr. Orriva. There is one significant change that has occurred be-
tween the two estimates you described ; that is the reduction due to the
treatment of the veterans and social security educational benefits. That
ditference reduced the estimate of the total amount.

Senator Perr. Well, even taking that into account, would that ac-
count for the difference.

Mr. Orriva. We would be pleased (o provide an answer to that
question.

Senator Moxpare. We didn’t say—we didn’t prescribe any particular
treatment for either veterans or sozial security.

Mr. Orrina. Gentlemen. this is an estimate between $1.2 biilion and
$959 million, or a $241 million difference.

Senator MoxpaLE. What we said is that half the veterans pay would
be treated as income, and all the social security—the difference is you
are treating it as a contribution for stusients.

Senator Prrr. There is « difference here. Anyway, this conld be held
as the interpretation. which could be wrong. You are interpreting it
one way; we understood it another way. And perhaps, hecause you
have different bndget limits you have to iterpret these things tightly;
and this is where we disagree with you.

Mr. OrriNa. Again. the d'Terence in the estimate is only $241
million. so that it isn’t that $600 million that I thonght we were
referring to.

Senator Perr. I thought it was $1.2 million, which was originally in
here. He said $600 million.

93-927 0—73—=6
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Mr. OrriNa. The $622 million is acknowledged not to be full fund-
ing. The $959 million is the amount that we are under this formula
projecting as being full funding.

Senator Prrr. Right. And your intention for next year, would be
the full funding? -

Mr. OrriNa. Yes, sir. . o

Senator PrLvL. But, of course, ours is also based on the viability of
the other programs; the other ones must be continued.

Senator Moxpare. Mr. Hawk points out that about half the chil-
dren of small businessmen in Minnesota will also be ineligible. They
have assets theoretically, but not actually. And if they don’t have them,
they can’t produce an income.

I would ask Mr. Hawk if he would give us an analysis. But if this
works onut the way this is supposed to—if it works out the way this
thing is proposed, I think the people of Minnesota are going to say,
“Senator, never help us again. We can’t afford it.”

Senator PerL. Thank you. '

Will Mr. Richard Hawk, executive director, Minnesota Higher
Education Coordinating Commission, please come forward.

Senator Monpare. Thank you very much, Mr. Chairman. I do
apologize but I did want to persornally introduce our next witness, Mr.
Richard Hawk, who is one of our most gifted educational thinkers in
Minnesota and is executive director of the Minnesota Higher Educa-
tion Coordinating Commission.

T think Minnesota last year swas the only State which had the whole
range of higher education and vocational education boards in a single
panel before the subcommitice and Mr. Hawk was responsible for that.
I think he did a very excellent job of helping raise the fundamental .
policy questions which were posed. :

Senator Perr. Perhaps you would like to summarize your testimony,
because some of it has already been ably summarized by the Senator
from Minnesota. ' :

STATEMENT OF RICHARD HAWK, EXECUTIVE DIRECTOR, MINNE-
SOTA HIGHER EDUCATION COORDINATING COMMISSION

Mr. Hawx. Mr. Chairman, Senator Mondale, thank you very much
for this opportunity. I could not begin this testimony without com-
mending you—each of you individually, and the members of this com-
mittee as a group—for the excellent program which you anthorized
in establishing the BEG{ legislation,

I 'will at your suggestion, Mr. Chairman, just suminarize my testi-
mony and make some references to it.

Senator Perr. The full st tement will be in the record.

Mr. Hawx. Thank you very mnch. '

The way in which one views the BEOG guidelines is to some extent
related to the anticipation with respect to funding for additional Fed-
eral student aid programs. If indeed we-are to have adequate funding
for student aid through other means, then it seems that: a very stringent
approach to determining the family contribution, hence the amount of
the award which might be available to a student, might be appropriate.

If we are to assume that BEOG is to be the total or the major pro-
gram for providing assistance to permit students of this Nation, re-
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gardless of their socioeconomic status, to pursue education beyond high
school, then it is essential that the formula which is used for determin-
ing the parental contribution be adequate for all people from all oc-
cupations who need assistance for postsecondary education.

Senator Mondale has alluded to some of the concerns which we have
in Minnesota. I should say that the guidelines are not all bad. The peo-
ple in the U.S. Office of Education have done an excellent job in at-
tempting to come forth with a system which is sufficiently simple that
it can be managed on a national level; and they have provided an im-
portant service by proposing standards and definitions in areas which,
because of varying definitions, have been problems to the student-aid
community for some time.

We do, however, further believe that, if the guidelines are imple-
mented in the present form, the full potential of this program will not
be realized—and let me just suggest the prokiems that we see.

First of all; we don’t see an appeals procedure for the student whose
family or financial situation changes dramatically between the base
year—which would he 1972 for an applicant applying for 1973-74—
and the year in which the student will be enrolled. It seems to us there
ought to be some provision for the student who is in a situation where
he loses his father through death or the father loses his job, or some
other unpredictable event occurs, which causes the previously sub-
mitted financial information not to be representative of available
resources.

Second, we feel that the proposed procedure for evaluating family
assets, as has been discussed here today, would effectively preclude aid
to a majority of students from rural America who are involved in
Tarming operations, and a considerable number of those who are in-
volved In small retailing establishments with a valuable inventory and
such equipment as is necessary for earning a basic living.

Third, it seems to us, the proposed guidelines suggest an ability to
contribute from both income and assets, which is not realistic when
compared with other needs analysis procedures currently in use. The
comparative examnple presented in table IT of my prepared statement
reveals that the contributions which are suggested for fanilies under
the proposed BEOG guidelines are an overexpectation of the amount
of resources which can be devoted to supporting a student in post-
secondary education after basic family living expenses are n.et.

Finally, I would reiterate the point that, as family size increases,
the difference in contribution expected by the proposed procedure in-
creases when compared to the ACT and CSS procedures. We are very
1nuch concerned about this because of the tendency for families with
large numbers of students to be concentrated at the lower end of the
income distribution.

Therefore, Mr. Chairman, my specific recommendations are, first of
all, that an appeals procedure be incorporated into the proposed
BEOG process to accomniodate sudden financial changes for individ-
ual students;

Second, the evaluation of family assets should be modified to prevent
the systematic exclusion of low-income farmers and small business
owners from the BEQG program;

Third, the family-size offset should be adjusted unward to more
realistically represent the living expenses of larger families and to pro-
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vide 2 more accurate assessment of parents’ ability to pay regardless
of family size. . .

Finally, I would urge this committee to encourage timely imple-
mentation of the BEOG program, to seek adequate funding for this
program, and to continue to strive for adequate funding for other
Federal student, aid programs.

Senator Perr. I would like to ask you a very tactical question. We
in the Congress accept that the administration may take budget priori-
ties with which we strongly disagree.

Is the way to fight this to change the formula or to get the whole
priority changed ? ‘

In that regard, if we reject this formula, which we have the power
to do, and ask for a new formula, could the Qprogram really be able to
get rolling for this coming academic year? With this formula, im-
perfect as it is, unfair as 1t is as far as retail business people go at
least we will be able to get going. We will also attempt to make sure
that the administration, a law-and-order -administration, follows the
law and keeps the otlier programs in effect.

Mr. Hawg. Senator, you have identified the predicament which
Congress finds itself in very well. Your judgment with respect to
what is possible in terms of accomplishment in the Congress is better
than mine.

I think you have correctly identified what needs to be done. If
BEOG is to be the sole or the major program, it would seem to me
that the guidelines have to be changed. If in your judgment the Con-

- gress can move forward with adequate funding for other student-aid

programs, then I think this problem is less severe.

If BEOG is to be used as a base for meeting needs and you have
adequate funding for other programs, students who do not qualify
under BEOG could be accommodated under the other programs.

I think the unfortunate thing, Mr. Chairman, would be if you were
to accept these guidelines and ther not achieve adequate funding for
the other student-aid programs. .

Senator MonparLe. You have heard the administration’s witness and,
assuming the administration’s budget, along with the BEOG and CSS
programs, do you—is it your opinion that these farm children and
small businessmen’s children could make arrangements otherwise for
student aid?

Mr. Hawx. Let me make this very clear: If the BEOG program were
the only program, or the only program with any significant amount of
momney, then we have a very severe problem with the present guide-
lines. There is not another source to accommodate some of the people

.who would not be adequately accommodated under this program.

Senator MonpaLe. This would dramatically and adversely affect
young men and women from large families and families of small busi-
nessmen ? . .o

Mr. Hawk. Particularly those whom you mention, but it is our judg-
ment that the guidelines are pretty stringent for all students.

Senator MoNDALE. Let me get to the question of the size of the
family. *‘

You testified directly that this does not, in your judgment, actually
reflect the cost of raising a large lamily. Do you agree to that?

Mr. Hawx. Yes, sir.

—
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Senator MonpaLe. Would you submit, I.would say rather quickly,
by letter, what you would propose by way of an alternative plan to
meet the objections that you have made?

Mr. Hawxk. We will be happy to do so.

[The information subsequently supplied follows:]
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Supplement to the

STATEMENT HY RICIARD C. LAWK, EXECUTIVE DIPLCTOR
KINNESOTA HIGHER LDUCATICH COORDIUATING COMPISSIGH

Prepared for the United States Senate Education Subcommittee
February 22, 1973
My testimony recommends three modifications to the proposed BEOG guidelines:
(1) An appeal procedure should be incorporated into the
proposed BLOC program to accomnodate sudden financial changes
for individual stuéents.
(2) The evaluation of family assets should be modifiea to
prevent the systematic exclusion of low income farmers and
small business owners from the ZEOG Progrém.
(3) The Family Size Offsets should be adjusted upward to
more realistically repres@nt the living expenses of lirper
Ffanilies to provide a nore accuratc asseSsment of parents’
ability to pay regardless of the é;mily size.
Since the U. G. Office of Education is devcl;ping an appeal procedure for the
BEOG Program, this statement will descrile specific procedures for acccnp]ishingl
the latter two recommendations.

Procedures proposed by the U. . Office of Education for deriving a composite

“estimate of a faaily's ability to contribute toward educational costs treat income

and net assa2tg independently. LCrclusive consideration of these two elements of

a family's financial strung{h may, and often dees, result in gross inequities in
the corputation of Exprcted Tamily Contributions. The financial strength of
families varies by (1) the level of disposable income, (2) the zmount and nature

of net assets, and (3) family size. A change in any of these factors significantly

affeets a family®s ability to weet basic mainterance and other costs.
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A need assessment procedure, even in a simplistic form, should include
and consider these related factors simultaliecusly. Computation procedures
based on these principles have been validated by economists and demonstrate
that when net assets are considered topether with income level, the distri-
bution of familics by order of financial strength varies considerably from
the distributions obrained vhen income and net assets are considered exclusively.®

When current income is less than that required to provide for basic
maintenance of the family, net asset rasources would be utilized and thereby
reduced to cnable the family to meet day to day expenses. Consequently, a
family's ability to contribute toward cducational costs from its stock of net
asscts should be diministed ip direct proportion to its income deficiency.
Therefore, when family income is below the level of basic maintenance requirements,
the negative expectation frem income should be used to reduce the positive
expectation from net asset resources. That proportion of net ascset resources
reguired to subplement income to provide for basic maintenance should not be
"taxed" to ohtair an index of the family's ability to contribute toward cduca-
tional costs. The "tax" on disereticrary income must. thercfore, teke inte
consideration the element of income ¢eficiency (negative discretionary income)
as well as the positive. Tach of the cxamples which follow illustrate the
principle of offsctting negative expectations from income with expectations
from nct assets., The net offect of this procedure is to consider the income and

assets of the family together znd to minimize the extent to which low income
.

farmers with larpge capital assets would he systematically exeludezd from the
BEOG Program.
Ar additional adjustrient to the treatment of assets should be made to more

adequately reflect the potential drain on the Asset Reserve provided in the

regulations. Both the income and net assets of a family are measures of its

%Ueisbrod, B.A. and Hanson, W.G.,"An Income - Net Worth Approach to Measuring
Lconomic Welfare." The Arcrican fconoric Review. Decerber, 1968. pp. 1315-132¢
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}inancial strength, Both the flow and the stock of econonic foods can support
current consumption. Assessment of a family's ability to pay for cducation )
must céngider both of these resource elements. Given a level of income and a

stock of economic goods, a family's ability to provide for education expenses

will vary with the nurber in the family unit requiring support.

The function of an asset reserve is to provide for basic maintenance of the
family unit in the event of unforeceen energencies, e.g., temporal ,unemploy-
ment, unusual medical eupenses during prolonggd illngss, losses from catastro-
phies or in the rase of death of a member of thc family. for burial expenses.

Just as a proportion of family income, varving by family size, must provide
for current maintenance expenses at a minimal level, so must a proportion of net
assets be reserved to proyide a financial resource for emergencies. Thez need
for such reserves is directly related to the number of members in the family.
The larger the family, the preater the potential for disastcr as a consequence
of unusual events. Thefeforn, the amount of thc Asset Resérve should relate to
family size similarly to that proportion of family income required to provide
for basic maintenance: for each member of the Family unit. On the average. to
provide equitahle consideration for family size, it is fair and reasomable that
the Asset Reserve should provide a financial resource approximating two units

of current income reauired to provide for basic maintenance as proposed in Table I.
’ )

Table I. Proposed Het Asset Reserve by Tramily Size

Family Size Reserve Differential

2 (1 p, 2ch) 7,500
3(2p, 1ch) 9,000 1,500
b 10,500 1,500
5 12,000 1,500
6 13,500 . 1,500
7 15,000 1,500
8 16,500 1,500
g 18,000 1,500

10 . 19,500 . 1,500

11 21,000 1,500

12 22,500 ‘ 1,500



45

-4 -

The other problem in the proposed regulation relates to the unrealistic
contribution expected from family income, particularly from the income of
large families.

The Family Size Offsets are, as pointed out in my testimony, quite small
and the increments for‘additional family members appear to have little relation
to the increment in expenses that a family would actually experience from adding
another member to the family.

" Alternative Family Size Offsets are provided below in Table II. Even though
they are derived from a low standard of living budget, the allowances for family
living expenses are considerably abeve those contained in the proposed regula-
tions, and they provide Family Size Offsets that more realistically represent
the oxpenses families would encounter from an azditional family member.

Table II. & Comparison of Family Size Offsets for the Tamily Contribution
Schedule for the BECG Program

Family Size Offsets Alternative
Family Contained Family Size -
Members in the Guidelines Differential Increments Differential
2 $2,800 - : $ 2,800 -
3 - 3,350 $550 3,950 $1,150
! .. 4,300 950 5,310 1,360
5 g 5,050 ¥ . 750 6,420 1,110
6 C 5,700 700 7,380 960
7 6,300 500 8,120 740
8 7,000 700 8,780 © 660
9 . 74,700 700 9,450 600
10 8,400 : 700 10,100 660 !
11 9,100 ~ 700 10,7F0 660 B
12 9,800 700 11,420 660 3

ERIC

“
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The Alternative Family Size Offsets are thosc used in the need analysis
system of the Aperican College Testing Program. (For a detailed cxplanation of
the derivation of thesc Offsets sce the American- College Testing Program,

1972 Pevisions in the ACT Student lced Analysis Service, Iowa City, Towa, 1972,

pp. 10-16.

It should be emphasizcd-that these alternative Family Size Dffsets are not
derived from a budget that allows liberal living expenses for the family. Rather,
they are derived from the consumption expenditures, adjusted to December 1971,
that the Burcau of Labor Statistics identified as associated with a low standard
of living in the United States. They represent an approximation of the lasic

expenses required to maintain a family at a living standard that is above the poverty

level but considerably below the living standard experienced by a family living

. at the median family income level. (By comparison, the consumption cxpenditures

from the BLS moderate budget would be approximately 59 percent hipgher and for the
BLS high standard of living budget they would be. 105 percent higher.)

The three wodificotions proposed above are responsive to the. recommendations
made when I testificd Lefore your committee; their adoption wﬁuld provide for
more equitable treatment of students under the BLOG Program. Dy considering
assets and income together, applying the concept of negative discretionary
income, low income farmers will not automatically be excluded from the BLOG
Program. Similarly, the graduation of the Asset Reserve by size of family

would provide more equitable assessment of the contribution that can be provided

T

from family acsets by recognizing that the potential drain on asscts and the
ahility of families to accumulate assets are both directly affected by ic size
of the family. Finally, the Alternative Fanily Size Offsets indicated in Tablé
II would result in more realistic'cxpectations from fanmily income when ‘actual

expenditures required to maintain larger families are given proper consideration.
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i
For your convenience and information, I have attached a comparison, for

selected cases, of the cxpected contribution that would be produ?cd by the proce- .
dure outlined in the repulations and by the procedures as they would be modified
by proposals outlined in this statement. - I should add that each of the modifica-
tions I have proposcd could be easily accommodated in the procedure contained

in the regulations without changing the data collection instrument or the cal-

culation schedule.

Q. ,
ERIC :

Aruitoxt provided by Eic:
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Senator MonpaLE. I would suggest that you send a copy of that
to the administration to see if they can’t amend their plan to r flect
the problems that we face in Minnesota. I think if this propcsal in
its present form hits the Senate floor, even if we approve it, and I
hope we don’t even then, I don’t think the Senate 31l accept it.

I don’t know how you are going to go home and say we have got"
a new student assistance program here that cuts out‘tﬁe children of
small businessmen and farmers. I don’t think it makes good sense.

Senator PeLL. I would like to ask Mr. Ottina if he would submit
to us for the record what the grant would be under the ACT esti-
mated formula and the CSS formula—and they are the exampies that
you used—what that would come out at?

In addition, I would like to ask him a direct question.

How amendable is your present formula, without legislation, for
this committee believes very strongly indeed that you misinterpreted
the meaning of veterans and social security income as a component
of income ?

Mr. Ortina. Do you want me—may I be heard ?

Senator PELL. Yes. Please.

Mr. OrmiNva. Let me just comment that, first of all, we are going
to have an appeals procedure for drafting changes; that will be
coming out in the second or third set of regulations and that will
be shortly distributed.

To your question, specifically, we have submitted to you our pro-
posal, our best estimate, and our best judgment on many factors which
are, at best, subjective. We will quote data wherever possible to try
to come forth with a good proposal. Very clearly, that proposal is
for your consideration and the Congress consideration; and, undar the
law, you have the right to reject it and the right to comment on what
the basis of that rejection is and, by the same law, we are required

" within 15 days to respond to you.

Certainly many of the items that are involved are not of law,
but a question of justice. And I think particularly we would need to
await your judgment.

Senator Peru. Thank you, sir. .

Our next witness is Mr. Richard Tombaugh, National Association
of Student Financial Aid Administrators.

I thank you for waiting and am very sorry for the delay.

STATEMENT OF RICHARD L. TOMBAUGH, NATIONAL ASSOCIATION
OF STUDENT FINANCIAL AID ADMINISTRATORS

Mr. Tomsavucu. That is all right, Mr. Chairman. -

Mr. Chairman, I would like first of all to endorse the statements
of the previous witness, because I think they are very cogent things
that I want to express in my testimony.

‘We appreciate the opportunity to provide our observations regard-
ing the proposed rules respecting the family-contribution schedule for
basic educational opportunity grants. As you know, those proposals
were made public on February 2. Our association decided not to dis-
tributo the proposed rules to the membership after learning that the .
Office of Education was planning to provide a copy to each
institution. '
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Unfortunately, we have recently discovered that the Office of Edu-
cation mailing went to the institutional presidents, and as a result
many financial-aid officers have not yet seen the proposals, much less
had the opportunity to evaluate their impact upon the students at that
mstitution. We felt, however, that a prompt response was necessary,
even on incomplete returns, if the needed congressicuel approvals are
to be given in time for this program to be operaiional by the coming
academic year.

As a profession, we would have preferred the use of one or both
of the existing national need-analysis methods for computing the
family contribution for BEOG. Our reasons are twofold :

First, the expected contributions derived by the existing methods,
at least at the economic levels to be served by this program, have
been refined over the years and are found to be reasonable and prac-
tical for most families. In fact, the two national services, at the
urging of the Office of Education, have worked jointly to reduce previ-
ously existing deviation of results i1 order to provide a high order of
consistency for Federal programs.

Second, the use of existing methods, would have been far less
confusing to thé students and their famiiies, who will now be con-
fronted with two “family contributions,” one for basic grants and
another for other programs. While it appears that the results will
not be greatly different, at least in the majority of cases there will
be variation and it will be confusing. Nevertheless, the Office of Edu-
cation has gone ahead with a new method specifically for basic
grants, and we must address ourselves to that proposition.

Our association supports the attempts of the Office of Education
to make the method of computing family eontribution as simple and
uncluttered as possible. Such simplicity is necessary if the determina-
tion is to be made totally objective and meet the apparent intent of
the Congress to have a program with maximum consistency from
student to student.

We have had the opportunity to consult with the Office of Education
about the family-contribution method from time to tim+and have been’
aware of the general approach they have taken. W2 are pleased to see
that a number of suggestions offered by our association, and perhaps
others, have been incorporated into the proposed rules, While there
are several elements of this proposed method which we as aid officers

_would prefer to have handled in a different manner, timing is so im-

Kl

portant and critical to this program that we do not wish to delay
approval by suggestion of extensive modifications. However, there are

- -some basic concerns about the proposal which we feel are worthy of

full consideration because of the potential impact upon the most needy
individuals.

The greatest concern we have about the proposed rules is the treat-
ment of social security benefits as a direct and total resource of the
student. I realize that such a statement may be more appropriately
addressed to the legislation itself, rather than the proposed rules. How-
ever, there would seem to be some way for the Office of Education
to respond if the intent of the Congress was found to be different
than has been assumed by this proposal. '

The Office of Education has assumed that the authorizing legisla-
tion intends that 100 percent of the student’s social security benefits
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is to be directly subtracted from the potential maximum award of
$1,400, regardless of the financial circumstances of the family. This
treatment overlooks two important considerations:

First, in low-income families, the social security benefits are badly
needed to maintain the family home, even when the student is in school.

Second, in larger families, 2 maximum benefit is rc:ched and may
not be affected by the student’s attendance in school.

Thus, no definite :mount can be directly attributable to the student’s
enrollment. If not in conflict with the intent of Congress, the problem
could most effectively be resolved by providing for a negative figure in
discretionary income and adding the student’s effective income to that
of the parents, at least until $1 of discretionary income resulted,
with any remainder of the student’s effective income going directly
against the maximum grant.

In other words, this proposes that the family that did not have suf-
ficient resources of their own to even support themselves at the very
minimal levels provided in the regulations to have a supplement. com-
ing from that social security benefit that would allow them to at least
maintain themselves.

In the event that the Congress did not anticipate this problem and
feels that tach a treatment by the Office of Education would be in
violation of the legislation, I suppose I have just testified for a legisla-
tive change at some point in the future. I am not cimilarly concerned
about the treatment of veterans benefits, as the Congress has been more
generous in their exclusion of the first 50 percent. In fact, the same
treatment for both types of benefits would have been well justified.

The other potential source of major objection to the proposed rule
is the treatment of assets, which calls for taxation of all net assets over
$7,500 at the rate of 5 percent. And we have had a lot of discussion
about that already this morning. This is a more strenuous taxation
than is currently utilized in need analysis and will cause significant
variation in resultant family contributions where assets are involved.

While it is quite true thai the family is not being required to actually
convert those assets to a cash payment, such an assessmen* then forces
a larger contrib.:tion to be made from current income. If the family
already has an absence of discretionary income, which is not now pro-
posed to be carried as a naked figure, the asset assessment has no
alternative source. If those assets are additionally nonliquid, the
family-contribution expectation is certainly not a reasonable one.

To protect against unreasonable taxution of assets when no discre-
tionary income 1s available to finance an asset contribution in the event
the assets are nonliquid, I would propose.that a negative discretionary
income figure be incorporated. In that way, any contribution from
assets could “backfill,” so to speak, the absence of discretionary in-
come. When discretionary income reaches $1, the remaining asset
contribution is utilized fully.

When discretionary income exists, or where a substantial portion of
the assets are of a liquid nature, the 5-percent assessment may not be
unreasonable. However, it will eliminate, as has been pointed out by

several witnesses this morning, a govd many current educational op-

portunity grant recipients whose families are self-employed from the
eligible ranks for BEOG.

I have attached to my testimony a brief summary of the effect of
the proposed rules upon 25 of the current EOG recipients at my insti-
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tution. These are not selected cases, but a segment of an alphabetical
listing. When institutional costs exceed $2,800, as mine do, and there-
fore the one-half-of-cost limitations are not operative, the effects of the
proposed rules appear to be minimal. Only those cases involving social
security or substantial assets seem to be hurt by the BOG computations.

In conclusion, Mr. Chairinan, I would be remiss if I did not indicate
that these conclusions have been drawn from the potential impact upon
the students at a particular institution with a student body composition
that may not be representative. My colleagues in other types of institu-
tions may find different results wKen they have the chance to evaluate
the proposals more thoroughly. There is no suitable way to test the
impact except by usage. Therefore, I hope that the changes indicated
abo_v(ial can be made and profr sed rules approved by the Congress
rapidly, . -

I would be pleased, Mr. Chairnan, to answer any questions the
subcommittee might have. -

I would point out on the chart which follows, Mr. Chairman, that
the BOG size, indicated on the right-hand column, is based on the
assumpticn that there is less than full funding ; and so the grants have
been reduced %y the forinula, the percentages that are incorporated
into the legislation. The first set of reductions, in other vords.

Senator Pxrr. Thank you very much for your testimony.

Mr. Ottina is going vo have to leave for an appearance on the House
side, and before he goes I want to again thank you for the presenta-
tion today. While we didn’t agree with some of your formula, and also
take some mabrage to the dilay, the time it is taking to move ahead
this way, we do appreciate your appearance. And I would just hope
that as time goes on it could be made more applicable, if that is
possible.

I would just like to say that, if the Congress moves ahead and,
recognizing the lack in this formula, we may seek to fund all the
i:tudent-assistance programs. Are there procedures to implement such

unding ?

Mr. Na. Our present pattern carries those activities through
the—we are building up the staff that is to administer the BOG pro-
gram currently; on the first of July 1973, we would reduce and c.un-
inate the staff of the other program.

Thank you very much.

Senator Peri. Thank you very much for being here.

Now, in connection with your own suggestions this morning, do you
sec how student-aid adinimistrators can themselves help in simphfy-
ing the program ?

Mr. TomBaven. Well, it is very difficult to have a simplistic ap-
roach to this and still provide a fair and equitable treatment that the
enate and the House are both concerned about ; and when we simplify

it overly, then you have even more of these inequities that have been
pointed cut between the different kinds of living situations; that is,
the size of the family, and that type thing.

I am not sure that it would be greatly simplified over what the Office -
of Education has already done. In fact, I think some of the changes
that need to be made, to make it nore equitable, in fact complicate it!
perhaps to ¢ .ue degree. But I think what one previous witness said

1s so very + .portant: that, if this is to be the major source of student -
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aid, then we are headed for a serious problem with regard to truly
needy students who just den't fall within the framework of these
regulations. :

If it is not to be and the existing programs are to be funded at an
adequate level, then those who are left out. of this program can be
taken care of and done so in n.n equitable fashion. But I think that is a
very critical assumption th:t has to go along with any approval of
this set of regulations, if it is to be done.

Senator PerLr. Thank you. Thank you very much for being here
this morning.

Our final witness is Mr. James Bowman, the director of the financial
aid student services, educational testing services.

STATEMENT OF JAMES L. BOWMAN, DIRECTOR, FINANCIAL AID
STUDIES AN} PROGRAMS, EDUCATIONAL TESTING SERVICE,
PRINCETON, N.J.

Mr. Bowstanx. Mr. Chairman, I appreciate the opportunity to pro-
vide my observations regarding the proposed rules respecting the
family-contribution schegule for the basic educational opportunity
grants.

At the ontset, I must say that I appear before the subcommittee not
as a repesentative of the educational testing service but more in the
area of an expert witness on means of determining family ability to
pay for postsecondary education.

My field is economics and I previvusly served as the director of
financial aid, at the John Hopkins University. For the last decade, I
have served as the principal economic consultant and architect of
changes in one of the national need-analysis systems.

Most recently, my work has been assisting several Lativ American
student-aid programs in the development of a model to measure eco-
nomic well-being and the need fcr State subsidy.

The proposed rules respecting the family contribution schedule for
basic educational opportunity grants as developed by tae Office of
Education provide a relatively simply objective and workable method
of measuring family eligibility for basic grant assistance. As suc', it
provides for a sy~em that can determine grant eligibility with maxi-
mum consistency from student vo student. I would urge their sdop-
tion at tiis time in order that the program can move forward.

In considering the proposed rules, it should be kept in mind that
analysis of economic well-being is not a static cordition—on the con-
trary, systems are quitc evolutionary and responsive to changes in the
underlying economic variables.

Within the national need-analysis systems, changes and refinements
oceur almost yearly, reflecting changes in the economy an { the student
clientele that they tend to serve.

I see 10 reason why the proposed rules cannot be seen as a first
approximation of measuring basic grant eligibility and . ubject to
change and refinement in the future as .nore information is developed
about the student and his famiry through actual experience of the basic
educational opportunity grant program. The following suggestions are
refinements of the proposed rules that should be given serious consid-
eration in subsequent years:
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Concern has been expressed with respect to certain of the rules—
nanely, the family contribution expected from low-income families,
the treatinent of assets, and the provisions in the law on the treatment
of social security benefits.

I would like to address myself to these areas—keeping in mind that
the proposed rules have been developed to determine on an equitable
basis the eligibility .of students for basic grants and not to determine
family ability to pay for postsecondary edvcation, which is, of course,
the function of existing need-analysis systerns.

Except for lowest income famihes, the proposed family-contribution
schedule approximates the contribution expected by the national
systems. This, of course, primarily results from the use of a weighted
average threshold at the low-income level as developed by the Social
Security Administration. Low-income families could benefit more in
the future if, like the national systems, the proposed schedule were to
ncorporate what we call negative contributions. The negative con-
tribution recognizes that as fainily income decreases families are dis-
similar and should be treated unequally.

Greater equity, I feel, could be established in the proposed rules
if consideration were given to incorporation of a “negative contribu-
tion” vate in the f&mi%-contribution schedule. This, of course, could
be utilized in two ways:

Ideally, recognition should be given to the special budget needs of
students from low socioeconomic families, and in particular those
students from minority backgrounds.

In these cases, the institutional budgets would be raised to the
extent of the negative contribution. This would recognize not only
explicit costs of college attendance for these students, but also the
11 Klicit costs to these families,

s an alternative, where the implicit costs cannot be financially
recognized, due to lack of funds or policy, the negative-contribution
curve would serve as a ranking device for existing funds. In such cases,
students from low-income backgrounds would have a greater indi-
cated need for financial assistance and would receive priority in the
allocation of public-sector funds.

Another area of concern relates to the proposed rule in the treat-
ment of assets or more appropriately the treatment of net worth in
determining the family contribution.

It has been pointed out by Mr. Tombaugh that the taxation of net

- worth over $7,500 at the rate of 5 percent is a more strenuous taxation

than currently utilized in the national need-analysis services and where
net worth is nonliquid, the family-contribution expectation is not a
reasonable one.

In measuring cconomic well-being for determining eligibility for
basic grant assistance—as contrasted to measuring ability to make a
cash contribution toward the payment of postsecondary educational
costs—a. dollar of assets must be considered to be a dollar of assets;
to do otherwise would be to violate one of the basic canons in taxation
theory—that persons equally situated should be equally treated.
Ceteris paribus, a family with a $10.000 income and $10,000 in home -

uity has the same relative economic well-being as a similar family
with $10,000 income and $10,000 in assets. In terms of measuring basic
grant eligibility they should be treated the same, and that is what the
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fro osed rules purport to do. As I have pointed out in a recent paper
or discussion by the financial aid community :

However, it must be recognized that the computed expeétation of what a

-family ought to be able to contribute and its ready ability to make cash pay-

ments at a particular time may not necessarily coincide. Much depends on the
liquidity of family assets and currenf{ commitments against family income that
were not recognirzed in the derivation of ability to pay. :

The expected- contribution computed on the basis of a proper measure of
resources and exyectations may therefore exceed a family’s accessible resources,
both from liquid assets and current income. Such a situation ought not to lLe
used, however, as a justification for reducing the parents expected contribution.
Rather, it shoulC be seen for what it is—a timing problem rather than a real -
need for subsidized assistance. v

It would justify the recommendation of a long-term loan to cover the difference
between what the family could realistically pay out of current income and liquid
assets and that expected contribution derived under the national standard of
ability to pay.

I fee] that the comments expressed in this previous paper have equal
viability for the basic grants program. Timing of cash receipts and
the liquidity of assets should not be considered in measuring economic
well-being for determining eligibility.

The final area of concern that I would like to touch upon has to
do with the proposed treatment of social security student benefits.

I am in accord with the position taken by the National Association
of Student Financial Aid Administrators that in many low-income
families the social security benefits are badly needed to maintain the
familff home, even when the student is in school. Indeed, data from the
Social Security Administration would indicate that almaost 95 percent
of the payments attributable to student beneficiaries are paid o3 part
of the family benefit check and not directly to the student.

At the current time, many financial-aid administrators and State
scholarship programs recognize this factor by considering social secu-
rity benefits as family income or direct benefits, depending on the
income level of the family.

" T would like to suggest a means of recognizing different treatment
of social security benefits based upon the economic conditions of the
family, but suited to the basic rationale of the proposed eligibility
criteria. The proposal is basically this—to the extent that the family-
size offset is greater than the income from wages, salaries, et cetera,
the social security benefit would be considered family income. To the
extent that the social security benefit exceed the family-size offset, it
would be treated as student income.

The effect of this is to allow the family-size offset to be met in all
cases. .

First, from regular family income; second, from social security
student benefits if the first is not sufficient.

Alternatively, the proposal can be looked upon as saying that social
security student benefits should go entirely into education only if
family needs are first met—just as the proposed rules say that par-
ents’ wages should go into family needs before they are taxed for
educational expenses. :

I have attached a table that shows the effect of a $600 social
security payment for students whose parents earn zero, $3,500, $4,000,
and $6,000, both under the proposed rules and the alternative proposal
presented here. The results, basically, are:
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One, social security is taxed at 100 percent for all families above
$4,300 in income;

Two, social security is not taxed at all for incomes below $4,300
minus the social security benefit; and

Three, social security is taxed at a fractional rate in the income
range between $4,300 minus social security and the family-size offset
of $4,300 '

In general, the proposed approach provides that student benefits
under social security are considered family income if the family
cannot make enough to live at the low living standard—it is student
income above that level.

Mr. Chairman, I thank you for the opportunity to make these
remarks and would be pleased to try to answer any questions that
the subcommittee might have. ‘

(The table referred to follows:)
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Senator Perr. Do you think that a family farm should be included
within family assets. ‘v)’;’hat are your views on that?

Mr. Bownan. Yes, I do, Senator. I am very much in favor of the
concept that a dollar of assets is a dollar of assets. In both the existin
national systems, farm assets as well as business assets are considere
along with other family assets.

Senator PrLrL. What about the dictum that Senator Mondale men-
tioned, that a family has a $3,500 income on a $35,000 farm, but they
need that farm in order to produce the income they hiave?

Mr. Bownman. I recognize the problem that Senator Mondale has
posed in the question, Senator Pell. My feeling is that the possession
of a $35,000 farm, even though income is being derived from it, pre-
supposes a ineasure of eccnomic stability or well-being ; that perhaps
should not be subsidized by grant assistance of this nature. I think
what we should consider is that the proposed rule measures grant
eligibility and not financial need.

There are, of course, other Federal programs; there are State pro-
grams; there are institutional funds which would lend themselves
to meeting financial need.

I might say that part of the problem which is posed within the
proposed rules, Senator, comes about from looking at separate con-
tributions totals from income and from assets, whereas the national
programs tend to convert a portion of assets into income—so.that total
financial strength is measured.

‘We would not treat the fact that it was $35,000 in farmland or
$35,000 in bonds any differently in terms of measuring the contribu-
tion toward educational costs, although the liquidity is certainly
different. .

Senator PrLr. As regards liquidity, $35,000 in bonds actually
produces income; a $35,000 farm 1s not producing income.

Mr. Bowman. It is producing $3,500, though.

Senator PrLL. Plus the farm-demands work.

Mr. Bowsan. Yes;thereis that toit.

Senator PeLL. In bonds, there is not much work to it. [ Laughter.]

Mr. Bowman. The income from the bonds would be considered
along with the value of the bonds.

Senator Prrr. But you would not consiuer the fact that there is
work that is put into the farm, which means far more than the work
that 1s put into the bonds.

Mr. Bowman. The imputation of the owner’s wages is not consid-
ered; that is correct.

Senator Pert. Shouldn’t they be?

Mr. Bownan. I think it would be very difficult.

Sen;:tor Prerv. Historically, has the CSS always considered farm
assets ¢

Mr. Bowman. It is currently considering farm assets or farms at
estimated market value. Farm assets, within the national systems, are
treated equally as with the proposed rules of the Office of Education.

The manner in which the expected contribution from those assets is
derived is quite different.

Senator PeLr. Is this then the same procedure that was always
applied ?



58

Mr. Bowman. No, it is not, Senator. Our procedures with respect to
farm and business owners has varied considerably over the last decade.
Prior to 1965, farm assets were considered at one-half their value,
basically because of their illiquid nature and the fact that some por-
tions of assets were necessary for income.

In 1965, one of the national systems adopted a new attitude, con-
sidering one-half of the farm’s value less any outstanding indebtedness
as an asset. .

Subsequent to that procedure, we had a progressive schednle for
measuring the availability of farm assets which tended to favor the
very small farms.

Last year, this was changed on the recommendation of an economist
at the University of North Carolina that liquidity should not be con-
sidered a proper basis for reducing economic strength in the case of
farms and businesses, and we adopted beginning, I believe, last year,
the utilization of the full net worth of the farm; that is, assets, less
any outstanding debt to measure economic strength.

Senator Perr. Well, thank you. _

Thank you very much for coming today, and in this case, for staying
so long.

At tghis time I order printed in the record all statements and per-
tinent material submitted by persons unable to attend this hearing.

[The following information was subsequently supplied for the
record :]
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. An Analysis of the Basic Educational Opportunity Graut Contribution Formula

Prepared by:
Richard Solomon, Director of Student /Financial aid
Joseph P. Wells, Director, Office of Federal Relations
City University of New York
535 East 80 Street
New York, New York 10021
The City University of New York wishes to take this opportunity to
applaud the creation of a Basic Educational Opportunity Grants program
(BOG), and to express our hope that the ‘program ma;,; be operational at
the earliest practicable time. We also commend the U.S. Office of Educa-
tion for its sincere and thoughtful attempt to devise a fair schedule of
family contributions under the BOG program.
However, a comparative analysis of the proposed BOG tables of family
contribution with those of the College Scholarship Service (CSS) as
applied to our institution discloses a number of deficiencies in the BOG

formula, -which most seriously affect CUNY students from the lowest income

families.

Dependent Students

1. BOG allows cnly"federal taxes to be subtracted from the family's gross
income. §Siate and local taxes should also be subtracted, as they con-
siderably ~educe the family's effective resources.

2. The BOG ailowance for family size offset is lower and less realistic
than that of CSS, especially for large families which are so often the

neediest.



. Q

ERIC

Aruitoxt provided by Eic:

v

60

Page Two

The BOG formula allows a medical offset only for expenses in excess
of 20% of income. The Internal Revenue Service allows itemization
after 3% and CSS allows offset after 5%.

The BOG formula, unlike CSS, does not contain a negative income pro-
vision for families whose offsets against income exceed their f{ncome.
In other words, under the BOG formula a family whose discretionary
income is $500 iess than zero 1s considered tc be 1in exactly the same
financial shape as a family with zero discretionary income. This 1is
patently unfair. A family whose discreticnary income is below zero,
for example, should be allowed to use its assets to bring that income
up to zero before taxing it for the family contribution.

It is completely justifiable to protect a portion (57,500 under BOG)
of a family's assets. However, CS§ offers similar protecéion to a
portion of the family income where there are insufficient assets.
Under the proposed BOG forﬁula_ a middle-class family's assets are
protected but the small monthly savings of a poorer family are not.
This protection could be provided by an extra allowance against dis-
cretionary income for families who have not accrued assets.

The BOG formula works unfairly upon families with more than one member
in college. Under CSS, if a family with two ccllege students has
$100 in discretionary income, 50% of that amount would be assessed

as the family contribution for each student ($50 for one and $50 for
the other)}. BOG, on the other hand, would require that same family

to contribute 70% of $100, or $70 for each student. That makes the
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family contribution ($70 for each student, or $140) nigher than the
discretionary income ($100) was computed to be in the first place!
The BOG formula is probably based or an assumption that all college

students live away from their homes, which certainly does not apply

to most of the nea: 'y quarter million students at CUNY's twenty campuses.

7. It 1s unreasonable to assess the total amount of Social Secuvrity
benefits as a student resource, because In low-income families the
Social Security benefits are used to maintain the entire family. It
is recommended that the Office of Education re-examine its interpre-
tation of Congressional intent, so as to allow these funds to be

considered family income rather than a direct student resource.

Self-Supporting Students

The inequities of the BOG formulz regarding stare.tax deductions

(#1 above), family size offsets (#2) and negative income provisions {(#3)

apply with equal force to self-supporting students. In additicn, it

should be noted that:

1. There 1s no provision in the BOG formula for self-supporting students
whose spouses are alsc enrolled in college. In such instances, it is
recommended that the total family contribution be divided in half.

2. There is also no provision for a single, self-supporting student with
dependents. The formula that is applied to married students with

dependents should be applied to single students as well.
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We therefcre respectfully urge the Committze to devote very careful
consideration to tuese points before acting on .Le BOG family contribution

schedule as it has been proposed by the U.S. Office of Education.

****************************'

Martin L. Lefkovits, Director of Stﬁdent Financial Aids
at the State University of New York, has asked us to
report that he joins in this testimony on the basis of

his own analysis of BOG's impact upon SUNY students.

O
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National Association of State Schoiarship Programs

Executive Committee

President
Walter G, Hannahs
Director, Student Financial Aid
Regents Examination and
Scholarship Commission
Albany. New York 12224
Vice President
Richard H, Johnston
State of Wisconsin Higher
Educational Aids 8oard
115 west Wilson Street
Madison, Wisconsin 53702

Secretory-Treasurer
Willis Ann Walff
Directar of Student Aid Programs
lowa Higher Education Facilities
Commission
201 Jewett Building
Des Moines, 1owa 50309

Ratiting President
Jattrey M. Leg
Executive Director

Oregon State Scholarship Commision

1445 Willamette Street, Suite 9
Eugene, Oregon 97401

February 12, 1973

Honorable Claiborne Pell
U. S. Senate
Washington, D. C. 20510

Dear Senator Pell:

As President of the National Association
of State Scholarship Programs I wish to express
the Association's request for a Congressional
appropriation to fund the State Inczentive
Program for the 1974 fiscal year at the $50
million level authorized in the Higher Education
Amendments of 1972. Funding of the State
Incentive Program will directly enlarge educa-
tional opportunity for post-secondary students.
We recognize, of course, that the advancement
of such opportunity is fundamental to whatever
final decisions Congress makes with respect to
student financial assistance programs.

As members of an educational asscciation
and as individual taxpayers, we acknowledge the
grave fiscal situation which the Congress faces
and we also recognize that some reordering of
prisrities may be needed in support of higher
education. The funding of the State Incentive
Grant Program at $50 million is, however, an
essential component in the student financial
assistance programs; it will serve to stimulate
the initaiation of State student grant programs,
where none now exist, as well as to encourage
the growth of on-going State programs. The
federal frunds which are thereby directed to the
State student aid programs will thus serve to
provide some supplemental support to students
in financial need.
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Consistent with the intent of the Higher Education
Amendments of 1972, the Association endorses the funding
of the Basic Pducational Opportunity Grant Program after
appropriate frw.ding of the College Work Study, National
Direct Student Loan and Supplerental Educational Orportunity
Programs. We recognize that a :evere timing problem exists
with respect to the implementation of the Bacic Educational
Opportunity Grant Program for 1973-74 but believe the Pro-
gram is operable if Ffunded within a relatively early period.

I am enclosing some material relative to the activity of
the various State programs. The Association stands ready to
be of service to Congress in its consideration of appro-
priations for the advancement of post-secondary educational
opportunity for our students.

Sincerely,
Walter G/ /Hannahs

WGH :bm
Enclosure
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1872-73 UNDLRGRADUATE (GiTRENENSIVE STATE SCHOLARSUIP/GRARP PROGRAMS

State funded proqrams for finaneially needy wnderiraduate stwlents of the
siale to attend e¢ither public or private insiitutions of higher learning
or privale institutions ouly, withoul the requiverent of a speeific veea-
tionzl preparaticn, career cheice, or military service related benefit.

NATIONAL ASSOCTATTOY OF STATE SCHOLARSHIP PROGRAMS
FOURTT ATIAL SUN7EY

September 1972

ST4TES OF

Califoriia Kaneas New York Texas
Cormeeiicut  Moryland Ohio Vermont
Florida Massachusetts  Oregon " Washirgton
Tllinois Mieliigan Permsylvania Fest Virginia
Irdiana Minnasota Rhode Island  Wiseonsin
Towa New Jersey Taennessee

The following stalce heve been reperted to have pas:zed en-
abling legislalien for eomprohensive programs kut have re-
ceived no funling and/cr are z.aiting legal opinions thus
prectiding the peovicion of 1872-73 acadermie year awards.

Kenturky New Harpshire
Moggouri North Carolina
Nebraska Oklakoma

Seuth Carolina
Virginia

Tveal tember of 1970-73 iMonetary Awards - 670,040 .
Total Dollars Aprrorricivd for 1872-73 Awards - $374,508,4€6

By
Josepit D, Beyd
Arecutive Divecton
Illinoic State Selolarship Comnission
P. 0. Bo: €37 Deerfield, Illincis €815
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COMPREHENSIVE PROGRAMS FOR NONPUBLIC COLLEGE STUDENTS ONLY

1972 - 1973
Towa Tuition Grant Prooram $ 4,000,000
Kansas TJuition Grants 1,000,000
Michigan Tuition Grant Program 5,200,000
New Jersey Tuition Aid Grants 3,570,000
Texas Tuition £qualization &rant Program | 3,000,000
Washington - Tuition Supplement Grant Program 854,545
Wisconsin Tuiticn Grant Program 2,466,000

$20,030,545

(6.2% of all combrehensive programs)

COMPREHENSIVE PROGRAMS HAVING GRANT ({NON-COMPETITIVE) AWARDS

1972 - 1973

Connecticut College Continuation Grants $ 190,000.

Restricted Educ. Achievement Grants 228,000
Florida Student Assistance Grants - 360,000
IMinois Monetary Award Program - 51,400,000
Indiana Educational Grants Program 750,000
lowa Tuition Grant Program 4,000,000
Kansas Tuition Grant Program 1,000,000
Massachusetts  General Scholarships 8,000,000
Michigan Tuition Grant Program , 5,660,000
Minnescta Grant-in-Aid Program . 2,200.000
New Jersey Tuition Aid Grants 3,570,000

County College Grad. Scholarships 313,000

Educational Opportunity Fund 12,200,600
New York Scholar Incentiva Awards 47,900,000
Ohio Instructional Grants Program 16,000,000
Oregon Need Grant Program 830,000
Pennsylvania State Scholarship Program 60,458,000
Tennessee Tuition Grant Program 1,200,000
Texas Tuitfon Equalization Grants 3,000,000
Vermont Incentive Crant Program 2,505,000
Washington Tuition Supplement Grani Program 854,545

Need Grant Praqran - 826,020
Wisconsin Tuition CGrant Program 3,400,000

Talent Incentive Program 485,000

$227,429,565

{70.0% of all comprehenzive programs)
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SIGNIFICANT CHANGES [N PROGRA!N/QPERATIONS
IN OFFICES/AGEMCIES ADMINISTERING COMPREHENSIVE PROGRAMS

CALIFORNIA

Legislation increased number of State Scholarship awards from 3% to 3 1/2%
of high school graduates, effective 1973-74.

Legislation increased maximum State Scholarship award value from $2000 to
$2200, effect1ve 1973-74.

New awards in the College Opportunity Grant Program incfeased from 1,000
to 2,000, effective 1972-73.

FLORIDA

Regents Scholarship Program is being phased out; last freshman awards were
made to 1970 high school graduates.

Student Assistanﬁe Grants Program is new, effective 1972-73.

ILLTNOIS

Assis<ting of students at hospital schools of nursing and hosp1ta1 allied
hea rograms is effective 1972-73.

Effeccive 1972-73, the definition of ‘ull time enro]lment is 12 hours of
credit for regular terms and 6 hours for summer sessions.

10WA

Maximum monetary award in Scho]arsﬁ1p Program decreased from $800 to $§10
for 1972-73 academic year due to funding reqtr1ct1ons and the increased
tuitions at the state universities.

KANSAS

-

New Tuition Grant Program, -effective 1972-73 academic year, funded in the
amount of $1,000,000, for students attending nonpublic colleges.

MARYLAND

General State Scﬁolath1p Program to-be fully phased in in 1973 74 at
maxiwum annual rate of %3,026,000.

MIZHIGAN

Tuition Grant Preogram applicants no longer required to participate in
State Scholarship examinations.
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Significant Changes, Page 2

OHIO

Transfer of functions (receipt of applications, determination of eli-
gibility, and designation of award winners) from the institutions to
the Student Assistance Office of the Ohio Board of Regents, effective
1972-73 academic year.

PENNSYLVANIA

Need will be adjusted {effective award year 1972-73) to provide more
liberal access to large families at upper income levels to those
families with more than one student enrclled.

TEXAS

The Tuition Equalization Grants Program has been extended to include
sophomares.

WASRINGTON

Effective 1972-73 award year, applica*ions for Need Grant Program
through institutions rathier than directly to Council by student.
Expansion of program to independent students and sophomores with
provision of one class per year expansion to all undergraduates by
1974-75. : :

WISCONSIN

1072-73 is the first_year for honorary (no monetary) awards. Previ-
ously all students received at least $100 regardless of need.

.-Maximum grant in Tuition Grant Program increased from $650 to $900 be-
' ginning with freshmen in 1972-73.

New Talent Incentive Program is Wisconsin's equivalent to federal EQOG
program. To inswre that awards are concentrated on non-traditional
students, applications are solicited from students by the Agency's
Talant Search Program.
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-
MAXIMUM NUMBER (BY TYPE) OF INSTITUTIONS
WHERE COMPREHENSIVE PROGRAMS FOR A GIVEN STATE ARE APPLICABLE

1972-73 Academic Year

"TYPE INSTITUTION

Hospital
Public Private Public Private  Tech. Schls.of
State 4~Year 4-Yeor 2-Year 2-Year Spec. Nursing
Califarnia 29 65 92 5 3 0
*Connecticut 5 13 12 3 7 7
Floridax¥ Gk 21 27 0 0 0
Illinois 10 58 38 8 0 30
Indiana 20 34 0 0 1 0
Iowa 3 26 15 6 0 16
Kansas 7 17 20 4 1 0
Maryland 11 19 16 2 0 0
#*Massachusetts 15 56 16 23 0 0
Michigan 15 3L 29 5 8 0
. Minnesota 0 20 18 - 4 33 46
*New Jersey 14 21 16 6 0 19
New York 37 96 44 20 26 70
Ohio 12 51 23 2 dekkk 0
Oregon 6 13 13 0 1 2
*Pennsylvania 18 74 14 14 0 93
*Rhode Island UNRESTRICTED SEE BELOVW
Tennessee 11 29 -9 6 3 0
Texas 35 0 9 0 0 0
*Vermont’ 4 10 1 4 1 3
Washington 6 11 26 0 5 0
West Virginia 10 8 5 2 0 0
Wisconsin 13 25 14 0 16 9

*Awards also available at out-of-state institutions
*i:Figures do not include 7 in = state réligious 1nst1tutxons
#*%Includes 4 upper division state universities
*kkkFigures for technical/specialized schools included in publlc Z-year

Rhode Island awards may be used 2t a qualified institution of higher learning
located in the U, S. or Canada which provides an organized course in instruc-
tion of at least 2 years at the collegiate level which is either oper

by this state (Rhode Island) or is operated publicly or privately, nc-.
profit, and which holds regional and/or national accreditation or is & . d
by the state in which it is located.



CATEGORICAL PROGRAMS REPORTED BY STATES WITH COMPKEHENSIVE PROGRAMS

1972 - 1973

CALIFQRIIA

Graduate Fellowship Program

Occupational Treining Grants :
Grants to medical schools in zndcpcndent colleges, effective 1972-73
Capitation grants to California medical schools for graduates of Mexican medical schools

CONNECTICUT

State Hork-study Program '
Awards to children of deseased or dzsabled veterans

ILLINOIS

Scholarships for deperdents of Viet Nam prisomers and men missing in action, effective
September, 1972

Matehing grants to a maximun total of $150,000 for all qualifying for volunteer schol-
arship programs cctablishsd by studunt nrganizations at state supported senior
cwlleges and wuniversities, efjeciive Sepuenbuir, 1972

Larguage grants of $200,000 tetal to wncert fied teachers wko cre bi-lingual and who
wish to beccre cer t,j‘zed and to studenlsuwishing to attend college who do ot
speak English as a primary language, effective September, 1572

MARYLAND
House of Pelecates Scholarships
Medical Seholarshipe
Education of ehiicren of deceascd or disabled veterans
Professional scnak:-sr,p.,

Program for children of volunteer firemen killed in iine of duty
Progrart for teachers of the deaf

MASSACHUSETTS

Scholarships for c}quzx‘en of fire and police officers killed in line of duty
Medical, Dental, Nursing Awards

Special Education Seholarships
Honor Scholarships
OREGOY
Community College Awards
RHODE ISLAND
Rurcing Educgtion Teachers' Sche.arships
Bugin38 Education Teachers' Seholarshipo
Kar Orphans' Scholarships
NIsConSIi
Indian Student Assistance

Tuttion Rcmmmwnm Lrogram
Educational larpower Grants

O
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~
HANRISON A, WILLIAME, JR., N.J.0 CHAIRMAN

ININGS RANDOLPH, W. VA, IACOB X. JAVTTS. N.Y,

CLAIBORNE PELL, R, PETRR H. DOMINICK. COLO.

KOWARD M. KENNIDY: MAST,  RICHARD 8, SCHWEIKZN, PA«

GAYLOND NELION, Wiz, OB PACKWOGD, ORXT.

WALTER F. MONDALK, MINN, ROPKRT TAFT, JR.: CHIO .

THOMzS F. EAGLETON, MO, 4. GLENN BEALL, JR.. MD: c -l b £a£ 3 {
ALAN CRANSTON, CALIZ, ROBLRT T, STAFFORL, VT, e 2 enate
HAROLD K, HUGHIS, [OWA

ADLAJ L. STEVENSON 111, L. COMMITTEE ON

LLABOR AND PUBLIC WELFARE

STEWART E, MCCLURE, ETAFF DIRECTOR -
ROBEAT K, NAGLE, GENERAL COUNAEL. WASHINGTON. D,.C. 20510

March 5, 1973

The Honorable Claiborne Pell
Chairman

Subcommittee on Educatilon

Committee on Labor & Public Welfare
United States Senate

Washington, D.C. 20510

Dear Claiborne:

The UniZversity of Califbrnia has prepared a memorandum
regarding impl-mentation of the Basic Opportunity
Grants program. I commend it to your attention and,

if at all possible, would appreciate having it inserted
into the record of the February 22nd hearilng.

With best regards,

Siﬁcer

Alan ston

Enclosure
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*  FEDEMAL STUDENT ASSISTANCE: A POTENTIAL CRISIS FOR 1973~74

M Backpround

Prenident Nixon outlired new directions for federsl ptudent ooniotance i{n
the budget he recently subnitted to Congress. The Preaidext.’s proponal would
diotribute the bulk of federal ctudent aid through two prograce: Basic
Opportunity Grants (BOG) arnd federally inaured student loanas.

The BOG progrom, introduced into lcgislntion 4n the 1972 Anencments to the
Higher EducOtion Act, provides up to 91,400 per yeor for o otudent's educntion,
minus tho omount he or his family io decmed able t2 contribute. In no cace
can DOG fundo cov .r more than 507 of the total coot. Acouming sufficiuvnt fundfng
by Congreaso, BO™ potentially {nnureo that 1l quolified students wild be nble
to attend college.

The two-program propoonl -~ BOG and federally insured aotudent loans -+ con~
atitutes o conotructive proposal for dealing with the problems of otudent ald
and of providing expanded opportunity for higher education.

Thin year however, becaune of the late date of the President's proponnl.
and the impler .tation proceduren at{ll remaining for BOG to become functionalj
o potentinl crisie {n student aid appears ot hand. Thooe most nffected LY
the crioin would be the very people vwhom BOG {s demigned to benefit -- middle
and low-income studenta, thone groups of individuala most dependent on federrl
oaoistance to begin or continue their post-secondary educotion.

Colleges and universities try to notify new ond returning students by
Arril of the finoncial aid they can expect for the fall term {n Seprember.
Uiio allows the student and hio fomily the summer to plan reslistically for
1+~4a {n the forthcoming academic year.

This Year, as things now gtond, the first term in 1973-74 may be ncaring
ito clooe before students can be told whst federal ansistance, 4f any, they
will receive. The consequent hardship and inconvenience -~ to students, their
familien, and the inatitutions they attend -~ 18 obvious.

The {osue of .the moment 4g not the BOG concept; rather, it 1s the time
required for implementing it. Thio 48 a ore-timr, not a continuing, problem.
It can be avoided 4f the White House, the Jongreiss, and higher education will.
work together on & polutfon. But time {8 runnirg out.

11. Dimensions of the Problem

The complex choracter of the BOG program is such that, even should Congress
givo 1t immedinte ePproval, it would be difficult to have checko {n the hondo
of needy otudents beforo November (and mony oboervers place the time well beyond
thet, pointiny to the experience of the Veterans Adminiatration in {mplementing
fundins for tho I Pducation benofits in 1945-46 and 1951~52).
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A bri2f review of the essentinl steps in BOG atill to be taken reflect
the dimensions of the problem.

TARGET LATE: Mid-September 1973 - time when the majority of dtudents «ill
ba entering or retu.aing to achool and will need to know, and hopefully
have in hand, their 1973-74 gri.. cwards.

Between now -- wid-February -~ and the target date, the following mteps
must be taken to effectivelY implement the BEOG program.

a. Congress haa to approve the program funding.
b. An ngency has to bn designated to sdminister it.
c.  BOG application forms and financial guidelines have to be prepared.

d.  Theae forms have to be distributed nationally to all high school seniora
and 81l college, university, and proprietary imstitution atudenta.

e. Students, and their counsellors, have to underatand the details of the
new program, how it differs from the old, and what 13 requircd for
eligibility and Participetson in {r.

f. Srudents hrva te aestmble documentary evidence of all income and asecta
received or held by their families; studente claiming financial
independence from their parents will have to provide satisfactory
proof of such independence.

B. BOG application has to be returned for aSency process end review te e
determine individual eligibility and level of BOG support.

h.  Aggregate sum of all BOG awards then has to be made to arrive at the
total rogram cost, assuming full funding will be avaflab'e which,
almest certainly, it will pocr.*

1. When the necessary reduction level is determined =— te bring BOG
awards into phase with funds appropriated =-- each pward will have to
be reprocessed, using the reduction ratio already developed, to deter-—
mine the actual award.

3. Agency has to notify individval students of *telr BOG award.

k.  Checks hove to be mailed.
History sugpesta that even established federal pre,. 18 require & gix-~to-
eight month period from date of application until date of check diebursement.

—_—

*A Brookings Inatitute atudy, conducted last year, indicates a level almost
double the Preaident's budget request would be necessary {or full funding of
BOG in 1973-74.
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' a A new program, and especially one requiring the numercus implementation stcps
. of B0G, would seem to require n longer period; at least ei{ght montha and, more
ltkely, one Year,

Even {f Congresa were to enact B0G in March, it would be almest impossible
for students to receive their checks before November, while {t 18 not at all
unlikely that students will geill be awaiting their BOG awards {n January or
later,

ITI. A Proposed Soluclon

If .he {mplementation of BOG proves as time conguming as now nppeara likely --
and 1f the present federal studeat zgsistance programs are allowed te explre
at the end of Fiscal Year 1973 -- then the result will be personal hardahip for
atudents and campus administrative chaos. Such & combination might well sour
many people in both government and higher education on the very concept of ROG.

Consequently, the following action 18 recommended:

a. Fund the Supplementary Opportunity Grant Program, the Work Study I‘ro—

pram, and the Student Loan Program at the levels required by

Section 411(b}4 of the Higher Education Act of 1965 {sa amended).

This will perni: an orderly transition from the old to the new programn.

Institutions will know how much awsistance will be nvailable for

Fall 1973 in time to advise students of the amounta of thelr {nii-

vidual student nid awards. Students and parents will thus &e.
Ao .,ﬂ.tw-«‘:o?::’ Nopportunity—to—plan.their_affalrs-ao-that ¢t _college co

nar ) AL by—asslstance——can-ba-met.sntigfectorilyprior to the
o the academic year.

0 ¢

ommencement

b.  Implement the Basic Opportunity Grant program commencing with the
Winter Quarter or second semester of the 1973-1974 academic year
at the approximately $300 million level, This will avert the rass
confusion cer.ain to occur {f the Fall 1973 target date for BOG's
is retatned. It will slso give students and parents an opportunity
to plan their affairs so that college costs, not covered by a BOG
nward can be met satisfactorily. Institutions will be able to
effect a smooth transition {rom present policies to new ones. And,
finally, the Administration and Zongress will have giver the 303
appronch a proper chante to prove {tself.

ca If 1t is the desire to atsy within the President's funding proposm

of $877 mfllion for these programs, then ore or & cum‘.:inn:ion of
the fcur programs would have to be reduced.
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Council For American Fr. ate Education

1601 Belle Hayeon RBoid  Alnxaodria Yoagenat 22307 Tel 17031 768-3349
March 7, 1973

Honorable Claiborne Pell
United States Senite
Washington, D. C. 2051¢

Dear Senator Pell:

Re: Proposed Rule Making. Basic Educational Opportunity
Grants Program published in the Federal Register
February 2, 1973,

In determining the family eontribution regulations provide 190. 36 (b}
"the above formula shall be further adjusted. . .to take into consid-
eration the number of family members who will be in attendance in
programs of postsecondary education during the academie year for
which basic grant assistance is requested.™

In the House version of the Higher Eduecation Act which had included

only the Supplenientary Educational Opportunity Grant an amendment

wasg added which took in constderation all eduedtional expunses not

only postsccondary. This amendment submitted by Congressman Scheuer
of New York previiled in the final version of this Bill as ~dopted by

both houses of Congress.

The Basie Opportunity Grant was contained in the Scnate Bill. When
the House passed the Higher Education Bill and adopted the Scheuer
amendment there was never an opportunity for the Senate to add a
similar amendment to the Basic Opportunity Grant. Attempts to have
the Scheuer amendment adopted in the Conference were ruled inadmis-
sable by the Farliamentarian, so we are told. flowever, since the
Senate rdopted the House version of the Supplementary Educational
Grants, it must be agsura~i that it was the intention of Congress to
take all educational expenses into consideration when establishing the
expected family contributicn for dependent students. We, therefore,

Members: BoArd of Pansh Education Luthearn Church  Rssoun Syac = Frenos Counce: on Equcittion, Mationa) Assocation of
Chesshian Schools. faational Assocaitan af Epscopal Schools, Malionel Asieeton af ndependent Schools, Sataaal Cathahe
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urge that the Senate recommend to the Office of hducntlon, that in
their final version of these rules, all educational expenses to be
taken fnto consideration.

Thank you.

Respectful’  yours,

I N G A A
Richard P. Thomstn
Exccutive Secretary

o
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March 5, 1973

Honarable Claiborne Pell, Chairman
Subcommittee on Education of the

Senate Labor and Public Welfare Committee
Washington, D. C.

Dear Senator Pell:

It is my understanding that the U. S. Office of Education recently
presented to the Education Subcommittee their proposed family contribution
schedule for the new Basic Dpportunity Grants.

Of grave concern to both educators and farm families in North
Dakota is the failure of the Office of Education to make any distiaction
between 1iquid and nonliquid assets. This could result in the children of
small family farmers and small businessmen in North Dakota being either in-
eligible for these grants or eligible for only a small portion of the
authorized $1400 maximum grant. In most cases, if not in all cases, non-
Tiquid assets are needed for the small farmer or small businessman +in the
conduct of his farming or business operations. Thay really are not avail-
able for any other purpose.

As you know, small businessmen and family farmers are having a
very difficult time making ends meet. While it is true that most farm
prices are quite good at the present time, farm operating sosts are also
rising at an alarming rate. This leavas available for purposes such as

higher education a very small amount of the family's budget. If monliquid

assets used in farming or in the conduct of a small business must be con-
sidered in connection with Basic Opportunity Grants, it would mean that tha
children of these families would be precluded from obtaining these fund=
which are so essential to their pursuing their educational goals because
their families simply could not in this current period of inflation totally
provide fo- their education.

1 sincerely hope that when the final family contribution schedule
is written it will recognize a distinction between these two types of assets.

With warm personal regards,

Sincerely,
PR s 2

MILTON R. YOUNG
MRY:sv '
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Senator Perr. The subcommittee stands adjourned subject to the call
of the Chair.

[Whereupon, at 12:50 p.m., the subcommittee w
convene subject to th.: call of the Chair.]

O

as adjourned, to re-



